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We are a sizeable professional construction
materials company continuously in search of
excellence in all that we do.

It is our mission to satisfy market demand and
customer needs with quality products and
services at competitive prices.

With vision, perseverance and teamwork, we
strive to be a leader in the industry that we
serve and to provide shareholders the best

return on their investment.




The predecessor of K. Wah Construction Materials Limited was first listed on the Hong
Kong Stock Exchange in 1991 as International Pipe Limited, a leading company in the
manufacture, sale and distribution of concrete pipes and other precast concrete products.
Currently, the Company’s numerous subsidiary and associated companies supply various
types of construction materials and products to both private and public sectors in Hong
Kong and the Mainland. It is the most integrated construction materials company listed
on the Hong Kong Stock Exchange and is also one of the five major construction materials

suppliers in Hong Kong.

The founder and Chairman of the Company, Dr. Lui Che Woo, MBE, JP embarked on the
business in construction materals in 1955 when the first K. Wah company was established.
The prescient Dr. Lui foresaw the demand for co‘nstruction materials would increase
drarﬁatically to cope with the rapid growth of population and economy of Hong Kong.
Such prescience was fully borne out by the expansive evolution of the Company in the
past decades. The Company was renamed as K. Wah Construction Materials Limited
in May 1997 after the acquisition of substantial construction materials businesses in Hong
Kong and the Mainland from its mother company, K. Wah International Holdings Limited.
The Company since then has expanded its business to include quarrying, ready-mixed
concrete, cement, other concrete products and asphalt. It has also undergone an

organisational restructure to enhance operational and cost efficiency.

In the past years, the Company has established a full-range vertical integration of
construction materials operations. Besides the solid business foundation in Hong Kong,
the Company is also progressive in the stategic business developments in the Mainland.
Operations are set up in Shanghai, Guangzhou, Shenzhen and Zhuhai. A localisation

policy has also been adopted to enhance operational efficiency.
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Financial|Calendar H

DATES

18th September 2001
27th September 2001
23rd November 2001
11th April 2002

26th April 2002

24th May 2002 to 30th May 2002
(both days inclusive)

30th May 2002

10th July 2002

EVENTS

Announcement of results for the six months ended 30th June 2001

Despatch to shareholders of 2001 interim reports

Payment of 2001 interim dividend in both scrip form and cash

Announcement of results for the year ended 31st December 2001

Despatch to shareholders of annual reports for the year ended 31st December 2001 and
circular regarding the proposals for the granting of a general mandate to the Directors to
repurchase the Company’s own shares, the adoption of a new share option scheme and

the amendment of the Articles of Association

Closure of Register of Members 1o ascertain entitlements to final dividend for the year
ended 31st December 2001

2002 annual general meeting

Payment of 2001 final dividend in both scrip form and cash
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CHAIRMAN
Dr. Lui Che Woo, MBE, JP, LLD
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MANAGING DIRECTOR
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Moses Cheng Mo Chi, OBE, JP
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COMPANY SECRETARY

Steven Tong Kui Nam
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PricewaterhouseCoopers

PRINCIPAL BANKER
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SOLICITORS

Denton Wilde Sapte

Deacons
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REGISTERED OFFICE
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K. Wah Centre
191 Java Road
North Point
Hong Kong

SHARE RECGISTRARS
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Shops 1712-1716
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183 Queen’s Road East
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http://www.kwcml.com
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of Annual General Meeting ”

NOTICE IS HEREBY GIVEN that the 2002 annual general meeting of shareholders of K. Wah Construction Materials Limited will be
held at Academy Rooms, Grand Stanford Inter-Continental Hong Kong, 70 Mody Read, Tsim Sha Tsui East, Kowloon, Hong Kong
on Thursday, 30th May 2002 at 10:30 a.m. for the following purposes:

1. To receive an
2001,

2. To declare a

5, As special bu

51 “THAT

@

52 “THAT

(a)

Q3LAN STVIHALYIN NOILONHLSNOD HVYM " l\l

d consider the financial statements and reports of the directors and auditors for the year ended 31st December

final dividend for the year ended 31st December 2001;

3. To elect directors and fix the directors’ remuneration:

4, To appoint auditors and authorise the directors to fix their remuneration;

siness, to consider and, if thought fit, pass the following resolutions as Ordinary Resolutions:

subject to paragraph (b) below, the exercise by the directors of the Company during the Relevant Period of all
the powers of the Company to purchase shares of the Company be and it is hereby generally and
unconditionally approved;

the aggregate nominal amount of shares which may be purchased on The Stock Exchange of Hong Kong
Limited or any other stock exchange recognised for this purpose by the Securities and Futures Commission of
Hong Kong and The Stock Exchange of Hong Kong Limited under the Hong Kong Code on Share Repurchases
pursuant to the approval in paragraph (a} above shall not exceed 10% of the aggregate nominal amount of the
share capital of the Company in issue at the date of passing this Resclution, and the said approval shall be
limited accordingly; and

for the purpose of this Resolution:
“Relevant Period” means the period from the passing of this Resolution until whichever is the earlier of:

i) the conclusion of the next annual general meeting of the Company;

(i) the expiration of the period within which the next annual general meeting of the Company is required by
the Companies Ordinance to be held; and

(iy ~ the revocation or variation of the approval given by this Resolution by ordinary resolution of the
shareholders in general meeting.”

subject to paragraph (c) below, the exercise by the directors of the Company during the Relevant Period of all
the powers of the Company to allot, issue and deal with additional shares in the capital of the Company and to
make or grant offers, agreements and options which might require the exercise of such power be and it is
hereby generally and unconditionally approved;




* .
Notice of Annual General Meeting H

the approval in paragraph (a) above shall authorise the directors of the Company during the Relevant Period to
make or grant offers, agreements and options which might require the exercise of such power after the end of
the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally to be allotted
(whether pursuant to an option or otherwise) by the directors of the Company pursuant to the approval in
paragraph (a) above, otherwise than pursuant to (i) a Rights Issue, or (i} the exercise of rights of subscription
or conversion under the terms of any securities which are convertible into shares of the Company or {jii) any
option scheme or similar arrangement for the time being adopted by the Company in accordance with the
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited for the grant or issue
of shares or rights to acquire shares of the Company, or (iv) any scrip dividend or similar arrangement
providing for the allotment of shares in lieu of the whole or part of a dividend on shares of the Company in
accordance with the Articles of Association of the Company, shall not exceed the aggregate of:

(aa) 20% of the aggregate nominal amount of the share capital of the Company in issue at the date of
passing this Resolution; and

{bb)  (if the directors are so authorised by a separate ordinary resolution of the shareholders of the Company)
the nominal amount of share capital of the Company repurchased by the Company subsequent to the
passing of this Resolution (up to a maximum equivalent to 10% of the share capital of the Company in
issue at the date of passing this Resolution),

and the said approval shall be limited accordingly; and

for the purpose of this Resolution:

“Relevant Period” means the period from the passing of this Resolution until whichever is the earlier of;
(i} the conclusion of the next annual general meeting of the Company;

(i) the expiration of the period within which the next annual general meeting of the Company is required by
the Companies Ordinance to be held;

(iy ~ the revocation or variation of the approval given by this Resolution by ordinary resolution of the
shareholders in general meeting; and

“Rights Issue” means an offer of shares open for a period fixed by the directors of the Company to holders of
shares of the Company on the register on a fixed record date in proportion to their then holdings of such
shares (subject to such exclusion or other arrangements as the directors of the Company may deem necessary
or expedient in relation to fractional entitlements or having regard to any restrictions or obligations under the
laws of, or the requirements of any recognised regulatory body or any stock exchange in, any territory outside
Hong Kong).”

5.3 “THAT the directors of the Company be and they are hereby authorised to exercise the powers of the Company
referred to in paragraph (a) of the resolution set out as resolution 5.2 in the notice of the meeting of which this
Resolution forms a part in respect of the share capital of the Company referred to in sub-paragraph {bb} of paragraph
{c} of such resolution.”

1002 1HOd3Y TYNNNY lm
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6.

As special business, to consider and, if thought fit, pass the following resolutions as Ordinary Resolutions:

6.1

6.2

“THAT conditionally on the approval of the share option scheme referred to in the circular dispatched to members on
the same day as this Notice, the terms of which are set out in the printed document marked "A" now produced to the
Meeting and for the purpose of identification signed by the Chairman herecf (the “Share Option Scheme”), by the
shareholders at the annual general meeting of K. Wah International Holdings Limited, the Company’s holding
company and conditionally on The Stock Exchange of Hong Kong Limited granting approval of the listing of and
permission to deal in the shares falling to be issued pursuant to the exercise of any options granted under the Share
Option Scheme, the Share Option Scheme be approved and adopted to be the share option scheme for the Company
and that the Directors of the Company be authorised to grant options thereunder and to allot and issue shares
pursuant to the Share Option Scheme and take all such steps as may be necessary or desirable to implement such
Share Option Scheme.”

“THAT conditionally on the resolution referred to as 6.1 of this Notice being passed and becoming unconditional, the
existing share option scheme for the employees, senior executives and directors of the Company and its subsidiaries
which was adopted by the Company at its general meeting on 23rd June 2000 be terminated with effect from the date
on which such resolution shall become unconditional.”

As special business, to consider and, if thought fit, pass the following resclution as a Special Resolution:

“THAT the Articles of Association of the Company be and are hereby amended as follows:

(a)

by inserting after the expression “dollars” in Article 2 the following new expressions:

“ “electronic communication” shall mean a communication sent by electronic transmission in any form through any
medium;

“legislation” shall mean every ordinance (including any orders, regulaticns or other subordinate legislation made
pursuant thereto or thereunder) applying to the Company from time to time;”;

by adding in Article 2 after the words “non-transitory form" in the definition of * “writing” or “printing” " the words
“(including an electronic communication)”;

by deleting Article 168(B) and substituting therefor the following:

“168(B) Every balance sheet of the Company shall be signed pursuant to the provisions of the Companies
Ordinance, and subject to Article 168(C), the Company will, in accordance with the Companies Ordinance
and all other applicable legislation, deliver or send to every member of, and every holder of debentures of,
the Company and every person registered under Article 46 and every other person entitled to receive notices
of general meetings of the Company, a printed copy of the relevant financial documents or the summary
financial report (each as defined in the Companies Ordinance) at least twenty-one days before the date of
the annual general meeting, provided that this Article shall not require a printed copy of those documents to
be sent to any person of whose address the Company is not aware or to more than one of the joint holders
of any shares or debentures.
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(h)

168(C) The requirement to send to a person referred to in Article 168(B) the relevant financial documents or the
summary financial report (each as defined in the Companies Ordinance), whether under that Article or under
the Companies Ordinance, shall be deemed satisfied where, in accordance with the Companies Ordinance
and all other applicable legislation and the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited from time to time in force, the Company publishes the relevant financial documents
and if applicable, the summary financial report (each as defined in the Companies Ordinance), on the
Company's computer network or in any other permitted manner {including sending by any form of electronic
communication}, and that person has agreed or is deemed to have agreed to treat the publication or receipt
of such documents in such manner as discharging the Company’s obligation to send to him a copy of such
documents.”;

by adding in Article 172 after the words “(provided that the aforesaid daily newspapers shall be included in the list of
newspapers issued and published in the Hong Kong Government Gazette for the purpose of section 71A of the
Companies Ordinance)” the following:

“or by sending it in accordance with applicable legislation and the Rules Governing the Listing of Securities on The
Stock Exchange of-Hong Kong Limited from time to time in force as an electronic communication to the member at his
electronic address or by publishing it in accordance with applicable legisiation and the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited from time to time in force on the Company’s computer
network”;

by adding in Article 172 after the words “In the case of joint holders of a share, all notices” the words "or documents”;

by adding in the first line of Article 174 after the word “notice” the words “or document” and by adding at the end of
Article 174 the following:

“Any notice or document sent as an electronic communication shall be deemed to be given on the day on which it is
transmitted from the server of the Company or its agent. Any notice or document published on the Company’s
computer network shall be deemed to have been served or delivered on the day following that on which a notification
is sent to the member that the notice or document is available on the Company’s computer network.”;

by adding the folbowmg as Article 174(A) after Article 174

“Subject to applicable legislation and the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited from time to time in force, any notice or document, including the relevant financial documents or the
summary financial report (each as defined in the Companies Ordinance), may be given to a member either in the
English language or the Chinese language.”; and

by adding in Article 177 after the words “registered address of any member” the words “or served by any means

"o

permitted by and” .

By Order of the Board
Steven Tong Kui Nam
Company Secretary

Hong Kong, 26th April 2002

—
[ad
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Notes:

The register of members will be closed from 24th May 2002 to 30th May 2002, both days inclusive, during which period no
transfer of shares will be effected.

Any member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to attend and vote, on a
poll, on his behalf. A proxy need not be a member of the Company.

A form of proxy for use in connection with the annual general meeting is enclosed. The form of proxy shall be deposited at
the registered office of the Company not less than 48 hours before the time for holding the meeting.

Concerning agenda item 5.1 above, approval is being sought from members for increasing flexibility and providing discretion
to the directors in the event that it becomes desirable to repurchase shares representing up to & maximum of 10% of the
aggregate nominal amount of the share capital of the Company in issue at the date of passing the resolution on The Stock
Exchange of Hong Kong Limited. An explanatory statement to provide relevant information in respect of the proposed
granting of the repurchase mandate is set out in a separate letter from the Company enclosed with this Annual Report. The
directors have no present intention to issue any additional shares.

Concerning agenda item 5.2 above, approval is being sought from members for a general mandate to the directors to allot,
issue and deal in additional shares in the capital of the Company.

Concerning agenda item 6 above, the directors wish to draw the attention of members to the circular enclosed with this
Annual Report which contains, inter alia, reasons for adopting the Share Option Scheme and a summary of the principal
terms of the Share Option Scheme.

Concemihg agenda item 7 above, the directors wish to draw the attention of members to the circular enclosed with this
Annual Report which contains, inter alia, reasons for amending the Articles of Association.
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Ghalilrmman’s|Statement H

FOREWORD

2001 was a year of development and repositioning for K. Wah
Construction Materials. Significant inroads were made toward expanding
the Group’s core revenue base into the Mainland. The Group continues to
focus on building unit cost advantages through integrating the product
supply cycle and securing advantageous delivery points. These measures
will enhance the Group’s ability to significantly increase market share and
maintain margin in the future.

YEAR 2001 RESULTS

Given the extremely soft construction sector in 2001, and despite
significant investments made for the future, the Group’s 2001 results were
satisfactory.

Turnover was HK$1,083 million compared to HK$1,094 million fast year, a
decline of 1%. Weak demand and reduced margin in the Hong Kong
market negated strong performance in Shanghai.

Profit attributable to shareholders declined 32% from last year to HK$113
Chairman — Dr. Lui Che Woo, MBE, Jp, LLD million.

Earnings per share was 9.6 cents per share, a 37% decrease compared to the year ended 31st December 2000.

The Board recommends a final dividend of 2.5 cents per share, resulting in a total dividend of 4 cents per share, with a payout ratio
of 43% for 2001. For the preceding two years, the Group has maintained average payout ratios of over 40%.

MARKET OUTLOOQK

In Hong Kong, the construction sector experienced one of the most severe cyclical downturn in recent years. Soft demand led to
price pressure and reduced margin, directly impacting the Group’s performance. Short-term the sector will remain soft but the Group
is hopeful of a medium-term improvement led by the planned infrastructure projects and increased Urban Renewal activities.

In contrast, the Group is upbeat on Mainland's prospects. At the same time the Group recognizes the prudence, diligence and
moderation which are required in successfully expanding into a complex, highly diversified and enormous market which is China.

STRATEGIC FOCUS

Throughout 2001 the Group remained focused on its core strategies.

The Group continued to build upon the leadership positions achieved in Hong Kong in market share, production capacity and
technology, quality and services. The Group’s legacy advantages in aggregates and delivery logistics made us one of the lowest
cost suppliers, and therefore more resilient to cycle downturn. In the Mainland, we continued to invest vigorously for the future,
targeting strategic partnerships in product and logistics to achieve a broader, well-integrated product mix and permanent cost
advantage. The Group continues to penetrate the greater Shanghai area and grow share in the markets of ready-mix concrete and
other construction products. In light of the 2008 Olympics, the Group is also actively exploring construction materials business
opportunities in Beijing. It is envisaged that the Group’s many years of local management experiences would greatly enhance our
future expansion in the Mainland.




Chairman’s Statement H

PEQOPLE

In K. Wah people are our most valuable asset. The Group continues to invest in developing talents to lead and support the Group’s
business expansion. Focus is on recruiting and shaping a core team of versatile, multi-skilled project managers who are equally
effective on both sides of the barder.

The “3C” principle — communication, co-operation and co-ordination — upon which the K. Wah teamwork is built continue to strive.
“K50”, a TQM program targeting fifty initiatives for improvement in the construction materials business was substantially completed.

AWARD

In 2001, the Group's Huang Pi Quarry won first place honor among the country’s 15 most environmental quarry operations, fully
affirming K. Wah Construction Materials' superior and environmentally sound design and operations.

Lastly my gratitude to the directors, the management team, and all the staff of K. Wah Construction Materials — they as a team
have made 2001 a year of accomplishments.

Dr. Lui Che Woo
Chairman

11th April 2002
Hong Kong

N
S
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[@@G@@G@G@ Governance H

The Group is committed to high standards of corporate governance. To accomplish this, the Group exercise corporate governance
through the following Boards and Committee:

1. Board of Directors

The Board of Directors comprises the Chairman, Deputy Chairman, both Executive and Non-Executive Directors. The Board
of Directors is principally accountable to the shareholders and is responsible for overall management of the Company.

The Board of Directors meets formally three to four times a year and has formal procedures on matters for consideration and
decision. The Board of Directors has delegated the responsibility for the day to day management of the Group’s operation to
an Executive Board.

The current members of the Board are Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung, Mr. Albert To Tak Pui, Mrs. Paddy Tang
Lui Wai Yu, Dr. Chan Nai Keong, Dr. Charles Cheung Wai Bun, Mr. Moses Cheng Mo Chi and Mr. Yip Hing Chung.

2. Executive Board

The Executive Board consists of Executive Directors and is principally accountable to the Board of Directors on day to day
management of the Group’s operation. The Executive Board meets weekly and monitors the gperations and acts as mentor
management.

The current members of the Executive Board are Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung, Mr. Albert To Tak Pui and Mrs.
Paddy Tang Lui Wai Yu.

3. Audit Committee

In compliance with the Code of Best Practice as set out in Appendix 14 of the Rules Governing the Listing of Securities an
The Stock Exchange of Hong Keng Limited, the Directors have approved the establishment of an audit committee and have
formulated its written terms of reference setting out its authority and duties, including the review of matters concerning the
Group’s financial reporting process.

The current members of the Audit Committee are Dr. Charles Cheung Wai Bun and Mr. Moses Cheng Mo Chi.

The Audit Committee meets at least twice a year for review of annual results and interim results. Qur Audit Committee
Members are vocal and they bear a high degree of individual responsibility. To ensure that the Group is run in an open and
transparent manner, the Committee has recommended the review of the Group’s interim financial information by auditors.

The Group’s particular efforts to lay the seeds of corporate governance in its Mainiand operations have reaped favourable
results. We made our Mainland staff aware of the internal policies and control system and by ali means, enforce it. Qur
Mainland management has become more disciplined and accommodating towards compliance with the Group's internal
policies and control syétem. Embodiment of good practice standards not only in Hong Kong, but also in our Mainland
investments, aligns with the Group's long term strategies.

For the year ended 31st December 2001, the Company has complied with the Code of Best Practice issued by The Stock Exchange
of Hong Kong Limited save and except that, prior to the 2000 Annual General Meeting of the Company {“2000 AGM"), non-
executive directors were appointed subject to retirement by rotation and re-election at the annuai general meeting of the Company
in accordance with the Company’s Articles of Association. Commencing from the 2000 AGM, non-executive directors are being
appointed for a term of three years, who may under special circumstances be re-appointed for another 3-year term.

—_
[o o]
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REVIEW OF OPERATION
Overview

Turnover and profit before taxation for the year ended 31st December 2001 were HK$1,083 million and HK$128 million as
compared to HK$1,094 million and HK$190 million respectively. Despite weaker market we are able to maintain turnover at the
same level as last year; however, profit before tax decreased by 33%.

Hong Kong Construction Materials Division remains the major contributor 1o the profit of the Group. Market conditions were
impacted by the event of 11th September. Profit from Hong Kong operation declined further despite management efforts to contain
costs and improve productivity. In contrast the company is upbeat on the Mainland's prospects, in particular, with its Shanghai
operation which recorded significant improvement in performance.

Analysis by Geographical Area

Hong Kong Mainland Group
HK$'000 HK$°000 HK$'000
Turnover 721,075 361,540 1,082,615
Operating profit 139,926 9,120 149,046
Finance costs (15,734) (1,185) (16,929)
Share of profits less losses of
Jointly controlled entities (157) 2,095 1,938
Associated companies 370 {6,380} (6,010)
Profit before taxation 124,405 3,640 128,045
Taxation (14,410)
Profit after taxation 113,635
Minority interests 834
Profit attributable to shareholders 112,801

100¢ LHOd3Y TYNNNY ‘B
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Management Discussion and Analysis H

Overview (Cont'd)

TURNQVER Y GEOGRAPRICAL SPREAD

2001 2000
HK$000  HK$'000

2001 2000

B oo kong 721,075 844,965
B Vool China 361540 248558 @ D

1,082,615 1,093,521

B23%

A67%

CROSS ASSETS BY GEOGRARPRICAL SPREAD

2001 2000 2001 2000
HK$000  HK$'000

B Hong Kong 1,043,345 1,127,854

Bl ainieno China 461,503 384,406 B25%

B31%
1,504,848 1,512,260

A 69% A75%

Business in Hong Kong

The shrinking economy and slow down of the property and infrastructural developments during the year resulted in a further drop in
the overall demand of construction materials in Hong Kong. Despite continued management efforts to ensure that ali facets of
operations are cost effective, soft demand and competitive pricing in the industry put significant pressure on the profit of the Hong
Kong operation.

The rehabilitation works of KWP Quarry Co. Ltd. at Anderson Road in which the Group has a 63.5% interest is proceeding on
schedule. In January 2002, the company met its second milestone on time in accordance with its contract with the Hong Kong SAR
Government entered inte in April 1997. To cope with the changing market conditions and maintain the Group's competitive position
as one of the leaders in the industry in Hong Kong, the Group has embarked on certain initiatives. On the operational side, we
established a wholly owned new guarry in Huidong, Guandong with an aim to cater primarily to the Hong Kong market. It will
commence production by the end of 2002. On the management side, the project that the Group initiated in 2000 for cultural change
focusing on alignment of accountability and authority to meet corporate objectives is being carried out successfully. The Group now
has an effective organization structure and culture to meet the challenging market conditions ahead of us.
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Business in Hong Kong (Cont’d)

The Management is pleased to report that following the successful implementation of PeopleSoft Accounting System for its Hong
Kong operation in January 2001, the accounting department of the Group has succeeded in reducing headcount through natural
attrition. It s targeting to shorten the month end accounts closing from existing eight working days to five working days by the end of
2002.

Impacted by the 11th September 2001 event, the market in Hong Kong worsened over the last six months which added more
pressure on pricing and availability of new orders. However, the Group remains optimistic on the longer term. Qur new Financial
Secretary in his maiden budget speech on 6th March 2002 highlighted a 21% increase in real terms on capital expenditure for 2002/
03. This includes approximately HK$29 billion allocated for major capital works. The SAR Government was also said to be
considering to further reduce the production of public housing thus leaving more freedom for the private sector to develop the
market. The Group envisages that all these will provide a basis for restructuring Hong Kong's economy and renew public confidence
as well as provide good business opportunities for the Group.

The restructuring of the Hong Kong economy will take time to materialize. Hence, the Group envisages that contributions from the
Hong Kong operation would, in the meantime, be further reduced before recovery. The Group's order book is currently maintained
at a level lower than that of the corresponding period last year. However, given current market conditions, the Group considers the
situation to be fair and satisfactory. To strengthen the Group’s position, continuing management efforts will be endeavored to
explore opportunities available in the Pearl River Delta in terms of new market and product range.

Business in Mainland China
fn general, the overall performance of our Mainland Division reported significant profit improvement as compared to last year.

In Shanghai, the Group is pleased to report that profits contribution from the Shanghai region is better than expected due to an
increase in the overall ready-mixed concrete market in 2001 of mare than 30%. The Group's ready-mixed concrete sales volume in
Shanghai has reached a level where the Group sees the opportunity to create a vertical integration by expanding its production
facility to cover upstream products. Along this, the Group has established K. Wah Quarry (Huzhou) Company Limited, a wholly
owned subsidiary of the Group. The subsidiary will establish a quarry in Huzhou aiming to serve primarily the Shanghai market. It is
scheduled for full production by the end of 2002. in addition, the Group has established Shanghai K. Wah Concrete Piles Company
Limited, a co-operative joint venture of which the Group has 100% equity interest. The joint venture company will establish a plant
for production of piles also aiming to serve primarily the Shanghai market. It is envisaged that with the continuing improvement of
market conditions coupled with the Group's additional investments 1o expand facilities and product range, Shanghai precast
concrete and other construction materials business will further increase its contribution to the Group.

In Guangzhou, the performance is disappointing. This is due to worsening market condition and the closure of Huang Pi Quarry and
Jia Fang Concrete batching plant. Huang Pi's application to the Guangdong Provincial High Court to revoke the closure notice was
heard on 28th December 2001. The Group is stifl awaiting the outcome of the legal proceeding.

The Group is pleased to report that with the Group's continued efforts in improving productivity, the total production output of
Guangzhou K. Wah Nanfang Cement Limited in which the Group has 50% equity interest, increased by 14% over the previous year.
This benefit from increased production capacity is offset by intensifying market competition and considerable drop in prices. Despite
all these the joint venture company is making a contribution to profit.
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Management Discussion and Analysis H

Business in Mainland China (Contd)

The Group is also pleased to report that agreement has been reached with the Mainland partner for the Group to continue its
management of Guangzhou K. Wah Nanfang Cement Limited for another term of four years following the expiry of the existing term
in November 2002.

In the long run, through leveraging the Group's strong financial strength and its invaluable years of management experience in the
Mainland, the Group is confident of grasping the opportunities arising from China’s entry to WTO and the commencement works for
Beijing’s 2008 Olympics. It is also the Group’s strategy to expand its product range and business presence to other major cities in
the Mainland.

Technology Investments

The Group has been proceeding prudently with its diversified investment plan and so far has invested HK$111 million on technology
investments. It has also achieved a balanced investment portfolic in various segments, both in Hong Kong and in Mainland China.

The Group will prudently explore technology investments within the current strategic mandate that will bring satisfactory return in the
medium to long term. We will also continue to explore our relationship with existing partners to create synergy that will bring to the
Group more investment opportunities from the Mainland and from overseas. In selecting investment projects, the Group places
emphasis on management skill, technical expertise, innovation and technological advancement. We are confident that our prudent
investment approach can capitalize the market potential available from this new economic frontier.

AWARDS

In pursuit of improvement, the Group has participated in various competitions during 2001 and your Group is pleased to report the
following awards:

Awards in Hong Kong
Certificate of Merit in Corporate Governance

The Board of Directors of K. Wah Construction Materials Limited was presented with a Certificate of Merit in Corporate Governance
in the Directors of the Year Awards 2001. The competition was organized by The Hong Kong Institute of Directors and it aimed to
give recognition to outstanding performers in corporate governance.

Good People Management Award 2001

K. Wah Quarry Company Limited, a wholly owned subsidiary of the Group, was given the Good People Management Award 2001 by
the Labour Department. The winning of the award was the result of an open and equitable management system, a fair reward
system, mutual communication, continuous learning and a balanced lifestyle.
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Awards in Hong Kong (Cont’d)
Certificate of Merit in Environmental Performance

K. Wah Concrete Company Limited, a wholly owned subsidiary of the Group, received the Certificate of Merit in 2001 Hong Kong
Awards for Industry: Environmental Performance. The company puts tremendous effort in environmental protection, such as
implementing an in-house Environment Management System, using resources effectively, minimizing pollutants and waste and
embarking on a greening program in workplaces.

Certificate of Merit in Good Housekeeping Plan/Certificate of Performance in Occupational Safety and Health Enhancement Forum

K. Wah Concrete Company Limited, a wholly owned subsidiary of the Group, received the Certificate of Merit in Good
Housekeeping Plan and the Certificate of Performance in Occupational Safety and Health Enhancement Forum organized by the
Occupational Safety and Health Council.

Awards in Mainland

Huang Pi Quarry was accredited by China Sandstone Association and China Quarries Association as “The Country’s Best Model
Quarry in Conserving and Utilising Sandstone Resource”. The award is hailed with significance in that it recognizes Huang Pi
Quarry's high industry standards and sets a model example for other Mainland China quarries.

Guangzhou K. Wah Nanfang Cement Limited won a total of three outstanding awards in 2001, They are “2000 Provincial Advance
Entity in Bulk Cement Development’ accredited by Guangdong Province Construction Development Bureau; “Certificate of
Excellence in recognition of its Advanced Bulk Cement Works" accredited by Guangzhou Construction Board and “Certificate
of Construction Products Assurance’ accredited by Guangzhou Construction Industry Association.
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Heng) Kong
Company Award
Board of Directors — K. Wah | Certificate of Merit in Corporate Governance, Directors of the Year Awards 2001
Construction Materials Ltd.

K. Wah Quarry Co. Ltd. Good People Management Award 2001
KWP Quarry Co. Ltd. — Certificate of Merit, Outstanding Good Housekeeping Plan
— BEERFLHEHERE
K. Wah Concrete Co. Lid. — 2001 Business Environment Council Certificate of Merit in Environmental
Performance

— Certificate of Performance — "Safety Chain Device" for the Extension Chute
of Truck Mixer, Occupational Safety and Health Enhancement Forum 2001
— Certificate of Merit, OQutstanding Good Housekeeping Plan

K. Wah Stones (Zhu Hai) — Double Best Enterprise of the Nation's Foreign Investment 1999
Co. Ltd.
Shanghai
Company Award

Shanghai Bao Jia Concrete | — {20004 EEMfRALEEEEER)
Co. Ltd.
Shanghai Gang Hui Concrete | — (2000 B & Th )
Co. Ltd. — (20004 [ HEMEARELAECELEEEERE L)

— (1909 L HE (FARSLEECEERERETE L)

—  (1999E B B E L)
Shanghai Jiafu Concrete — Q000EEHEHREATLEEEER)
Co. Ltd. — 1999FE LigiEN MM BELEECEERERETRIL)
Shanghai Xincai Concrete —  {(2000FFEAMERECERUSETHER L) FEEE
Co. Ltd.
Shanghai Jiajian Concrete — {2000 EH MM ELEMYSTERN) FEEE
Co. Lid.

Guangzhew
Company Award

Guangzhou K. Wah — SEEFBEN
Nanfang Cement Ltd. — REMA — EEE

— EINTERBE AR (R T EAEE

— FEATHRES

— FLREEKRAFAELL [SREL] Bt
— 20005 R A KRB LR

— FREEZHEXBRNLZEMEREESS
— RHBRENEE

— KEXHEERERN

— REEEREEL

— 98 9 RETIREERE

— HEBANEEE

* Awards are listed according to the year of presentation.
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Management Discussion and Analysis H

FINANCIAL POSITION AND GEARING RATIO

The financial position of the Group has continuously improved during the year. At 31st December 2001, the shareholders funds
increased by 6% to HK$1,358 million from HK$1,277 million as at 31st December 2000 and the Group's gross assets employed
decreased by 0.5% to HK$1,505 million from HK$1,512 million as at 31st December 2000.

The gearing ratio, defined as the ratio of total loans outstanding less cash balances to total assets, was practically at a debt free
level at 31st December 2001 as compared to 3% at 31st December 2000.

! SOURCES OF FUNDING
2001 2000
HK$'000  HK$'000 2001 2000
R s caoital 121,674 115166 Egn 1% . FT%
BB ceoiel resenve 552,002 556412 peE
- Revenue reserves 656,503 529,801
D Revaluation reserves 27,363 27,363
- Minority interests 125,547 128,543
—F_I Non-current liabilities 21,669 106,909 B37%

C44%

1,504,848 1,512,260

LIQUIDITY AND FINANCIAL RESOURCES

The Group continues to maintain a strong cash position. As at 31st December 2001 total cash and bank balances were HK$293
million as compared to HK$234 miliion as at 31st December 2000. Outstanding bank loans as at year-end decreased to HK$285
million from HK$288 million as at 3tst December 2000. All cutstanding bank loans were on a floating rate basis and are repayable
in 2002. The Group’s gearing ratio and liquidity remains strong and the Group has sufficient funds to meet its commitment and
working capital requirements.

TREASURY POLIGY

The Group continues to adopt a conservative treasury policy with all bank deposits in either Hong Kong Dollars, United States
Dollars or in the local currencies of the operating subsidiaries, keeping a minimum exposure 1o foreign exchange risks. All of the
Group’s borrowings are in either Hong Kong Dollars or Renminbi. Forward foreign exchange contracts are utilized when suitable
opportunities arise and when considered appropriate, to hedge against foreign exchange exposure. The Group has not engaged in
the use of other derivative products, which are considered not necessary for the Group’s treasury management activities.

CHARGES ON GROUP ASSETS
Details of charges on group assets are set out in note 13 to the financial statements.
CONTINGENT LIABILITIES

Details of contingent liabilities are set out in note 33 to the financial statements.
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EMPLOYEES
Employees and Remuneration Policy

The Group, excluding associated companies and jointly controlled entities, employs over 1,200 employees in Hong Kong and the
Mainland. Employee costs, excluding Director's emoluments, amounted to HK$145,157,000.

The Group recruits and promotes individuals based on their competencies, merit and development potential and ensures
remuneration packages are competitive. In 2001, with the support of an externai consultant, the Group has designed and
implemented a new performance management system for its executives. Specific objectives are agreed at the beginning of the year
with regular achievement reviews.

The Group has implemented a share option scheme for executives from 1991 following approval by its shareholders for the purpose
of providing competitive package and long term retention of management talents.

Human and Organization Development

We continue to promote learning by sponsoring employees to attend external and internal training courses in a wide range of areas
stich as knowledge of the Group and its businesses, business integrity and ethics, presentation and technical skills, quality
awareness and safety, language and computer software applications in addition to tailor-made management development
programs.

To augment the Group's present expansion, localisation plan and future development in the Mainland, we continue with our
Management Trainee Program to recruit high potential graduates and develop them to be our future managers. In alliance with
Tongji University, Shanghai, a training plan was formulated to upgrade and strengthen the technical and managerial competencies
of our technical, middle and senior managerial employees.

Health, safety and environmental protection

Health, safely and environmental protection (HSE) are integral parts of the Group’s business. It is a shared initiative between the
Company and all those concerned to give due consideration to stakeholders' HSE needs in our operations.

The Group benchmarks both international and local standards and practices, and adopts overall goals of keeping industrial
accidents to the lowest level. It strives to provide a healthy and safe workplace for its staff and workers. It also emphasizes on
environmental protection.
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It has always been the mission of the Company to play a significant role in the society of Hong Kong. With years of being a major
integrated local construction materials supplier, the Company is honored to have shouldered the responsibility to build Hong Kong to
a modern metropolitan city today.

Inheriting this tradition, the K. Wah Construction Materials Social Club was formed in early 2001. Led by a group of enthusiastic
staff, and with the full support and blessing of the Management, the Club practises its mission of further enriching our contact and
support to our fellow citizens in Hong Kong.

Year 2001 has been a very successful maiden year. In conjunction with various social service and volunteer associations, the Club
has organized a serigs of activities, including:

Community Chest Green Day

Community Chest Causal Day .

Charity Walk of Yan Chai

Red Cross Donation Campaign

Oxtam GCollection

United Christian Hospital Visit for Patients of Teenagers
Environment Protection Workshop for Po Leung Kuk

In the coming year, a series of activities will be planned to carry forward the success. Whilst providing a forum for more quality
interpersonal communication amongst our staff, it is our aspiration to further engrave our Company name as a responsible and
caring corporate citizen in Hong Kong.
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Flve | Year Summary”

Nine months Year ended  Year ended

Year ended  Year ended ended 31st 31st 31st
31st March 31st March December December December
1998 1999 1999 2000 2001
HK$'000 HK$'000 HK$000 HK$'000 HK$'000

CONSOLIDATED PROFIT AND LOSS STATEMENT

Turnover 1,089,850 1,123,615 812,566 1,093,521 1,082,615
Profit attributable to shareholders 170,632 185,880 143,465 166,276 112,801
Dividend 34,905 45,231 64,702 74,156 48,330
Earnings per share {cents) 21.8 22.4 13.4 15.2 9.6
Dividend per share (cents) 4.5 4.5 6.0 6.5 4.0

CONSOLIDATED BALANCE SHEET

Fixed assets 649,420 816,754 786,475 711,286 675,498
Jointly controlled entities

and associated companies 234,776 225,925 200,559 257,656 263,851
Other non-current assets 41,844 54,060 74,653 98,784 141,709
Net current assets 203,874 241,498 440,730 444 534 423,790
Employment of capital 1,129,914 1,338,237 1,502,417 1,512,260 1,504,848
Financed by:
Share capital 77,624 107,010 107,084 115,166 121,674
Reserves 629,169 942,633 1,048,211 1,161,642 1,235,958
Shareholders’ funds 706,793 1,049,643 1,155,295 1,276,808 1,357,632
Minority interests 94,153 150,761 132,208 128,543 125,547
Convertible note 306,000 — — — -
Long term liabilities 4,933 119,798 196,109 86,563 —
Other non-current liabilities 18,035 18,035 18,805 20,346 21,669
Capital employed 1,129,914 1,338,237 1,502,417 1,512,260 1,504,848
Net assets value per share (dollars) 0.91 0.98 1.08 1.11 1.12
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Five Year Summary H
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BICGRAPHICAL INFORMATION OF DIRECTORS
Executive Directors

Dr. Lui Che Woo, MBE, JP, LLD, aged 72, the founder of the Group, has been a director of the Company since 1991 and is
presently the Chairman of the Company. Dr. Lui was appointed as director and Chairman of K. Wah International Holdings Limited
in 1989. He has over 45 years' experience in quarrying, construction materials and property development. He is also a former
Chairman of The Hong Kong Contract Quarry Association, The Institute of Quarrying (Hong Kong Branch) and the Tung Wah Group
of Hespitals. Or. Lui is also the Chairman of The Federation of Hong Kong Hotel Owners and the President of the Tsim Sha Tsui
East Property Developers' Association. Dr. Lui is a Committee Member of the Chinese People’s Palitical Consultative Conference.
He is also a member of the Selection Committee for the First Government of the HKSAR and a member of the Election Committee
of the HKSAR. He is also the Chairman of the China Association (H.K.) for Science and Society, the Founding President of Hong
Kong - Guangdong Economic Development Association and a Honorary President of Hong Kong - Shanghai Economic
Development Association. Dr. Lui is the father of Mr. Francis Lui Yiu Tung and Mrs. Paddy Tang Lui Wai Yu.

Mr. Francis Lui Yiu Tung, aged 46, joined the Group in 1979. He has been a director of the Company since 1987 and is presently
the Deputy Chairman and Managing Director of the Company. Mr. Lui has also been an executive director of K. Wah International
Holdings Limited since 1989 and is presently the Managing Director of K. Wah International Holdings Limited. He has a bachelor of
science degree in civil engineering and a master of science degree in structural engineering from the University of California at
Berkeley, USA. He is also a member of the Town Planning Board. He is & Member of the Shanghai Committee of the Chinese
People’s Political Consultative Conference. Mr. Lui is a son of Dr. Lui Che Woo.

Mr. Albert To Tak Pui, aged 45, joined the Group as the Group Finance Director in 2001 and was appointed an executive director
of the Company in the same year. Mr. To has a bachelor of arts degree from Saint John’s University and a master of business
administration degree from University of Minnesota, USA. He is a seasoned financial professional with substantial experience in
multinational operations. He has held top level management pesitions in international companies and is well exposed to corporate
finance, investment planning and strategic development.

Mrs. Paddy Tang Lui Wai Yu, aged 48, joined the Group in 1980 and has been a director of the Company since 1991. She is also
an executive director of K. Wah International Holdings Limited. She has a bachelor of commerce degree from McGill University,
Canada. She is a member of The Institute of Chartered Accountants in England and Wales. Mrs. Tang is a member of the Election
Committee of the HKSAR. She is also a member of the Hong Kong Arts Development Council and a member of the Antiquities
Advisory Board. Mrs. Tang is a daughter of Dr. Lui Che Woo.

Non-executive Directors

Dr. Chan Nai Keong, CBE, JP, aged 70, has been a director of the Company since 1991. He holds a first class honours diploma in
civil engineering from the Loughborough College, UK and a honorary degree of doctor of technology from the Loughborough
University, UK. Dr. Chan is a past President of the Hong Kong Academy of Engineering Sciences, a Fellow of the Royal Academy of
Engineering, The Institution of Civil Engineers, The Institution of Structural Engineers and The Hong Kong Institution of Engineers.
He joined the Public Works Department of Hong Kong Government in 1952 and held the position of the Secretary for Lands and
Works during 1983-1986. He is presently a member of the Election Committee of the HKSAR. He has served as an Official Member
of the Legislative Council.

Dr. Charles Cheung Wai Bun, JP, aged 65, joined the Group in 1986. He was an executive director of the Company since 1987
and became a non-executive director since 1995. He is also a non-executive director of K. Wah International Holdings Limited. He
holds an honorary doctor degree, a master degree and a bachelor of science degree in business administration. He had been in the
banking business for over twenty-two years and held senior management positions. He is the Group Chief Executive and Executive
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Deputy Chairman of Mission Hills Group. He is a Director of Global Business Bank, a publicly listed bank in the Philippines. He is
also a non-executive director of Pioneer Global Group Limited and Prime Investments Holdings Limited. Dr. Cheung was a former
director and Adviser of the Tung Wah Group of Hospitals. He is a Vice Chairman of Guangdong Province Golf Association.

Mr. Moses Cheng Mo Chi, OBE, JP, aged 52, has been a director of the Company since 1996. Mr. Cheng is the senior partner of
P.C. Woo & Co., a Hong Kong firm of solicitors. Mr. Cheng is the Chairman of The Hong Kong Institute of Directors, the Board of
Education and the Committee on the Promotion of Civic Education. He is a former member of the Legislative Council.

Mr. Yip Hing Chung, MBE, JP, aged 79, has been a director of the Company since 1991. He has over twenty years’ experience in
the manufacture of concrete pipes. He is also the Vice Chairman of Carrianna Holdings Limited, the Vice President of the Chinese
Manufacturers’ Association of Hong Kong, the President of the Hong Kong Chiu Chow Chamber of Commerce Limited and the
President of the Hong Kong and Kowloon Chiu Chow Public Association.

BIOGRAPHICAL INFORMATION OF SENIOR MANAGEMENT
Mr. John Roy Swainston, aged 65, jcined the Group in 1981 and is the Director of Shanghal Construction Materials.

Mr. Joseph Chee Ying Keung, aged 44, joined the Group in 1882 and is the Director of Hong Kong Construction Materials. He Is a
fellow of The Institute of Quarrying and a former Chairman of The Institute of Quarrying (Hong Kong Branch).

Mr. Albert Law Yu Kwan, aged 52, joined the Group in 1997 and is the Financial Controller. He is a council member (Hong Kong
division) and a fellow of The Chartered Institute of Management Accountants, a fellow of The Association of International
Accountants and a member of The Hong Kong Society of Accountants.

Mr. John Au Chung On, aged 42, joined the Group in 1994 and is the Associate Director of Human Resources and Administration.
He is a member of The Hong Kong Institute of Human Resources Management and The American Society for Training and
Development.

Mr. Xu Bin Bin, aged 42, joined the Group in 1996 and is the General Manager of Mainland Development. Mr. Xu holds a master
degree in construction materials engineering from South East University, Nanjing.

Mr. Danny Chung Fuk Wing, aged 45, joined the Group in 1997 and is the General Manager of Beijing Construction Materials. He
is a chartered engineer, a member of The Hong Kong Institution of Engineers, The Institution of Engineers, Australia and The
Institution of Electrical Engineers, England.

Mr. Anthony John Pignat, aged 37, joined the Group in 2001 and is the General Manager of KWP Quarry Co. Limited. He is a
fellow of The Institute of Quarrying.

Mr. Steven Tong Kui Nam, aged 43, joined the Group in 1981 and is the Company Secretary.

Mr. Paul Roger Fowler, aged 51, joined the Group in 1996 and is the General Manager of Planning and Development. He is a
chartered engineer, a registered professional engineer of The Hong Kong Institution of Engineers, a fellow of The Institution of
Mining and Metallurgy and The Institute of Quarrying. He is also a chartered geoclogist registered with the Geological Society of
London.

Mr. Gary Choi Siu Wah, aged 48, joined the Group in 1998 and is the General Manager of EDP. He is a member of The British
Computer Society, The EDP Auditors Association and a chartered engineer of the Engineering Council.
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Mrs. Liu Wang E-Ni, aged 46, joined the Group in 1999 and is the General Manager of Finance, Shanghai Construction Materials.
She is a member of American Institute of Certified Public Accountants.

Mr. Nelson Wong Kit Ming, aged 49, joined the Group in 2000 and is the General Manager of Finance. He is an associate member
of The Chartered Institute of Management Accountants and The Hong Kong Society of Accountants.

Mr. Chow Shu Yee, aged 55, joined the Group in 1994 and is the Deputy General Manager of K. Wah Construction Products
Limited and K. Wah Materials Limited.

Mr. Wang Yi Liang, aged 38, joined the Group in 1997 and is the Deputy General Manager of Business Development cum Beijing
Representative. He holds a bachelor of economic degree from Nanjing Ging Ling University.

Mr. Johnny Ng Yuk Kay, aged 38, joined the Group in 1987 and is the Regional General Manager of Operations and Legal,
Shanghai Construction Materials. He holds a master of business administration degree from The Hong Kong University of Science
and Technology.

Mr. Raymond Ng Kam Mun, aged 40, rejoined the Group in 1991 and is the Deputy General Manager of K. Wah Quarry Company
Limited, K. Wah Block Company Limited, K. Wah Stones (Zhu Hai) Company Limited, Construction Materials Limited and the
Director of K. Wah Materials (Huidong) Limited. He is an associate member of The CPA Australia, The Institute of Chartered
Secretaries and Administrations and The Hong Kong Institute of Company Secretaries and a fellow of The Institute of Quarrying.

Mr. Alfred Ho Ka Lok, aged 41, rejoined the Group in 1992 and is the Deputy General Manager of K. Wah Concrete Company
Limited. He is a certified professional marketer (Hong Kong) of The Hong Kong Institute of Marketing.

Mr. Louis Lau Wai Chiu, aged 46, joined the Group in 1996 and is the General Manager of K. Wah Quarry (Huzhou) Company
Limited. He is a fellow of The Institute of Quarrying.

Mr. John Tam Kwan Kwan, aged 40, rejoined the Group in 1989 and is the Assistant General Manager of Barichon Limited and
Doran (Hong Kong) Limited and the General Manager of K. Wah Construction Products {Shenzhen) Company Limited and Doran
Construction Products (Shenzhen) Company Limited. He holds a bachelor of science degree from The Chinese University of Hong
Kong.

Mr. Chen Wei Rong, aged 47, joined the Group in 1998 and is the General Manager of Shanghai K. Wah Concrete Co. Ltd.,
Shanghai Construction Materials. He holds a diploma of economic management from a correspondent school of Chinese
Communist Central Cadet Academy.

Mr. Alexander Yu Ka Wah, aged 47, rejoined the Group in 1999 and is the Assistant General Manager of Shanghai Cement Project
Development, Shanghai Construction Materials. He holds a higher diploma in structural engineering from The Hong Kong
Polytechnic.

Ms. Teresa Tham Kit Wan, aged 41, joined the Group in 1998 and is the Assistant General Manager of Legal. She is a practising
solicitor in Hong Kong, England and Wales and an advocate and solicitor in Singapore.

Mr. Edmund Yu Kwok Hung, aged 41, joined the Group in 1992 and is the Assistant General Manager of Operations, Guangzhou
Construction Materials and the General Manager of Guangzhou K. Wah Nanfang Cement Company Limited. He is a fellow of The
Association of Chartered Certified Accountants and an associate member of The Hong Kong Society of Accountants.

Mr. Rizal Lee Kok Hoong, aged 44, joined the Group in 2001 and is the Assistant General Manager of Human and Organization
Development. He holds a bachelor degree of arts in sociology and mass communications from The National University of Malaysia.
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Report| of the Directors H

The directors have pleasure in presenting to the shareholders their report together with the audited financial statements for the year
ended 31st December 2001.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of the subsidiaries, jointly controlled entities and
associated companies are set out in note 35 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st December 2001 are set out on page 43 of the annual report. An interim scrip
dividend equivalent to 1.5 cents (2000: 2.5 cents) per share with a cash option, totalling HK$17,910,000 (2000: HK$28,090,000)
was paid during the year. The directors recommend a final scrip dividend of 2.5 cents (2000: 4 cents) per share with a cash option,

totalling HK$30,420,000 (2000: HK$46,066,000). Full details of the scrip dividend will be set out in a letter to be sent to the
shareholders.

SHARE CAPITAL
Details of shares issued as at 31st December 2001 are set out in note 23 to the financial statements.

During the year, 100,000 new shares were issued at the option price of HK$0.5216 per share pursuant to the Share Option Scheme
of the Company as a result of the exercise of share options by option holders.

On 11th July 2001, 42,252,796 new shares were issued at a price of HK$0.5396 as the final dividend for the year ended 31st
December 2000 to shareholders who had not made cash elections in respect of their sharehcldings.

On 23rd November 2001, 22,730,941 new shares were issued at a price of HK$0.4009 as the interim dividend for the six months
ended 30th June 2001 to shareholders who had not made cash elections in respect of their shareholdings.

The Company has not redeemed any of its shares during the year ended 31st December 2001. Neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s shares during the year.

RESERVES

Movements in the reserves of the Group and the Company during the year are set out in note 25 to the financial statements.
DONATIONS

During the year, the Group made charitable donaticns amounted to HK$3,077,000.

FIXED ASSETS

Details of the movements in fixed assets are set out in note 13 to the financial statements.
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DIRECTORS

The directors of the Company during the year and up to the date of this report were:

Lui Che Woo

Francis Lui Yiu Tung

Albert To Tak Pui (appointed on 19th December 2001)
Paddy Tang Lui Wai Yu

Chan Nai Keong

Charles Cheung Wai Bun

Moses Cheng Mo Chi

Yip Hing Chung

Joseph Lai Ming {resigned on 17th November 2001)
Edwin Yu Kwok Kam (resigned on 1st August 2001)

The biographical details of the directors and senior management are set out on pages 32 to 34 of the annual report.

In accordance with Article 106(A), Mrs. Paddy Tang Lui Wai Yu and Dr. Charles Cheung Wai Bun will retire from office at the
forthcoming annual general meeting and, being eligible, offer themselves for re-election. In accordance with Article 97, Mr. Albert To
Tak Pui shall hold office until the forthcoming annual general meeting, and being eligible, offer himself for re-election.

None of the directors proposed for re-election has a service contract with the Company which is not determinable within one year
without payment of compensation other than statutory compensation.

DISCLOSURE OF [INTERESTS

At 31st December 2001, the beneficial interest of each director in the share capital of the Company and its listed ultimate holding
company, K. Wah International Holdings Limited, and the details of any right to subscribe for shares in the Company and K. Wah
International Holdings Limited and of the exercise of such rights, as recorded in the register kept under section 29 of the Securities
{Disclosure of Interests) Ordinance or as otherwise notified to the Company pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies, were as follows:

(A)  Ordinary Shares of the Company

Personal Family Corporate Other

Interests Interests Interests Interests Total
Lui Che Woo 7,183,641 1,389,650 69,428,557 823,069,667 901,071,515
Francis Lui Yiu Tung 2,822 — - 823,069,667 823,072,489
Albert To Tak Pui — — — — —
Paddy Tang Lui Wai Yu 1,861,906 — — 823,069,667 824,931,573
Chan Nai Keong 53,458 — — - 53,458
Charles Cheung Wai Bun 1,810 — - - 1,810
Moses Cheng Mo Chi — — — — —
Yip Hing Chung 173,170 — — — 173,170
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Report of the Directors H

DISCLOSURE CF INTERESTS (Contd)
{B) Share Options of the Company
Details are set out in the SHARE OPTION SCHEME section below.

(C) Ordinary Shares of K. Wah International Holdings Limited

Personal Family Corporate Other

Interests Interests Interests Interests Total
Lui Che Woo 241,895 6,564,657  30,651,381® 1,155,322 894® 1,192,780,827
Francis Lui Yiu Tung 379,804 - —  1,155322,894®  1155702,698
Albert To Tak Pui — — — — —
Paddy Tang Lui Wai Yu 4,639,166 — - 1,155,322,894%  1159,952,080
Chan Nai Keong 165,015 — — — 165,015
Charles Cheung Wai Bun 7,239 — — — 7,239

Moses Cheng Mo Chi — — - — —
Yip Hing Chung - — — — —

(D) Share Options of K. Wah International Holdings Limited

Number

Number Outstanding Exercised

at 31st December during

2001 the year

Lui Che Woo 2,850,000 —
Francis Lui Yiu Tung 2,200,000 —
Albert To Tak Pui — -
Paddy Tang Lui Wai Yu 1,470,000 —
Chan Nai Keong 735,000 —

Charles Chaung Wai Bun — —
Moses Cheng Mo Chi — —
Yip Hing Chung — -

M 69,428,557 shares in the Company were held by Best Chance Investments Ltd., which was controlled by Dr. Lui Che Woo.

2) K. Wah iInternational Holdings Limited was interested in 819,476,512 shares in the Company representing maore than one-third of its issued
share capital held by a wholly owned subsidiary of K. Wah International Holdings Limited. In addition, a discretionary trust was interested in
3,593,155 shares in the Company. 1,155,322,894 shares in K. Wah International Holdings Limited representing more than one-third of its
issued share capital were held by discretionary trusts. Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and Mrs. Paddy Tang Lui Wai Yu, as
discretionary beneficiaries interested in the trusts, are deemed to be interested in those shares in K. Wah International Holdings Limited held
by the trusts and in those shares in the Company in which K. Wah International Holdings Limited was interested as aforesaid.

(3) 30,651,381 shares in K. Wah International Holdings Limited were held by Best Chance Investments Ltd., which was controlled by Dr. Lui Che
Woo.
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DISCLOSURE OF INTERESTS (Cont'd)

At 31st December 2001, the interest of every person (not being a director or chief executive of the Company) having an interest in
10% or more of the issued share capital of the Company as recorded in the register kept under section 16(1) of the Securities
{Disclosure of Interests) Ordinance, were as follows:

Number of
Name Ordinary Shares
Sutimar Enterprises Limited 819,476,512  (Note 1)
K. Wah International Holdings Limited 819,476,512  (Note 1}
HSBC Holdings Plc 807,634,415 (Note 2)
HSBC Finance (Netherlands) 807,634,415  (Note 2)
HSBC Holdings B.V. 807,634,415  (Note 2)
HSBC Investment Bank Holdings B.V. 807,634,415  (Note 2)
HSBC International Trustee Limited 807,634,415  (Note 2}
Notes:

1.

There

(i

(ii)

K. Wah International Holdings Limited is deemed to be interested in the 819,476,512 shares in the Company held by Sutimar Enterprises
Limited since it owned all of the issued share capital of Sutimar Enterprises Limited.

HSBC internationat Trustee Limited is the trustee of discretionary trusts which holds 807,834,415 shares in the Company. Each of HSBC
Holdings Plc, HSBC Finance {Nethertands), HSBC Holdings B.V. and HSBC tnvestment Bank Holdings B.V. are deemed to be interested in
the 807,634,415 shares in the Company held by HSBC International Trustee Limited, being a wholly owned subsidiary within the HSBC
Group.

was duplication of interest of:

823,069,667 shares in the Company between Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and Mrs. Paddy Tang Lui Wai Yu.
Among these shares, 819,476,512 shares were also interested by Sutimar Enterprises Limited and K. Wah International
Holdings Limited; and

1,155,322,894 shares in K. Wah International Holdings Limited between Dr. Lui Che Woo, Mr. Francis Lui Yiu Tung and Mrs.
Paddy Tang Lui Wai Yu.

So far as was known to any director or chiet executive of the Company, save as disclosed herein, there was no other person who
was, directly or indirectly, interested in 10% or more of the issued share capital of the Company.

No contracts of significance to which the Company, its subsidiaries, its fellow subsidiaries or its holding companies was a party and
in which a director had a material interest subsisted at the end of the year or af any time during the year.

[o%]
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Report of the Directors H

SHARE OPTION SCHEME

The Company’s Share Option Scheme (the “Scheme”) was adopted on 23rd June 2000 and became effective on 9th September
2000 for the purpose of providing incentives to directors and eligible employees by the granting of share options. Under the
Scheme, options may be granted to directors, senior executives or employees of the Company or its subsidiaries.

The maximum number of shares in respect of which options may be granted under the Scheme (or under any other share option
scheme of the Cempany) is 10% of the issued share capital of the Company from time to time (excluding shares issued pursuant to
the Scheme). The maximum entitlement of each participant is 25% of the maximum number of shares in respect of which options
may be granted as calculated above.

The period within which the shares must be taken up under an option is determined by the Board from time to time, except that such
period shall not expire later than 10 years from the date of grant of the option. The minimum period, if any, for which an option must
be held before it can be exercised is determined by the Board from time to time.

Consideration to be paid on each grant of option is HK$1.00. Full amount of the exercise price must be paid on the exercise of
option. The exercise price shall be determined by the Board and shall not be less than the higher of the nominal value of a share
and 80% of the average of the closing prices of the shares for the five business days immediately preceding the date of grant of the
option,

The Scheme has a life of ten years and shall expire on 8th September 2010. However, approval is being sought from shareholders
at the forthcoming annual general meeting to be held on 30th May 2002 for the adoption of a new share option scheme and the
termination of the Scheme. Details are set out in the circular to shareholders enclosed with this Annual Report.
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SHARE OPTION SCHEME (Cont'd)

Particulars of the options held by each ¢f the directors of the Company and the employees granted under the Scheme or under any
other share option scheme of the Company are as follows:

Options Options  Options held

Options held granted  exercised at 31st
at 1st during during December Exercise
Date of grant  January 2001 year year 2001 price Exercise period
(HK$)
Lui Che Woo 20th May 1998 1,500,000 — - 1,500,000 0.5333 20th May 1999 -
19th May 2008
30th Dec 1999 1,800,000 —_ - 1,800,000 0.5216 30th Dec 2000 -
29th Dec 2009
Francis Lui Yiu Tung 20th May 1998 1,000,000 - - 1,000,000 0.5333 20th May 1999 -
19th May 2008
30th Dec 1999 1,600,000 - — 1,600,000 0.5216 30th Dec 2000 -
29th Dec 2008
Albert To Tak Pui — — — - — - —
Paddy Tang Lui Wai Yu 20th May 1998 £00,000 — - 600,000 0.5333 20th May 1999 -
19th May 2008
30th Dec 1999 1,070,000 — - 1,070,000 0.5216 30th Dec 2000 -
29th Dec 2009
Chan Nai Keong 20th May 1998 300,000 — - 300,000 0.5333 20th May 1999 -
19th May 2008
30th Dec 1999 536,000 - - 536,000 0.5216 30th Dec 2000 -
29th Dec 2009
Charles Cheung Wai Bun — — — — — - -
Moses Cheng Mo Chi — — - — — - —
Yip Hing Chung — — — — — —_ =
Employees 20th May 1998 13,162,000 - — 13,162,000 0.5333 20th May 1999 ~
19th May 2008
30th Dec 1999 26,332,000 — 100,000 26,232,000 0.5216 30th Dec 2000 -
(Note) 29th Dec 2008

(Note): As at the date of exercise, 18th May 2001, the closing price per share was HK$0.60.
All options referred to above are subject to a one-year vesting period.

Except for the Scheme, at no time during the year was the Company, its subsidiary companies, its fellow subsidiary companies or
its holding companies a parly to any arrangements to enable the directors of the Company to acquire benefits by means of the
acquisition of shares in or debentures of the Company or any other body corporate.
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Report of the Directorsgﬂ

CONNECTED TRANSACTIONS

1. On 20th July 2001, Profit Access Investments Limited, a wholly owned subsidiary of the Company, entered into a share
transfer agreement and a joint venture contract with +#g-t 22 s ZE 88 B4 R 2 7 for the acguisition of 40% equity interest
in Shanghai Beicai Concrete Co., Ltd. (“Beicai”) at a consideration of RMB8,620,000 (approximately HK$8,121,764) and the
reorganisation of Beicai into a cooperative joint venture company.

Beical is principally engaged in the manufacture and sale of ready-mixed concrete. The Company originally owned 60%
equity interest in Beicai beneficially. After the above acquisition and reorganisation, Beical would be accounted for as a
100% subsidiary of the Company.

The acquisition was a connected transaction for the Company under the Listing Rules. Details of the acquisition were
included in the press announcement made by the Company on 20th July 2001.

2. On 19th December 2001, the Company executed a corporate guarantee of up to HK$88,900,000 to The Hongkong and
Shanghai Banking Corporation Limited (‘HSBC”) as part of the security for the provision of general banking facilities of up to
HK$140,000,000 by HSBC to KWP Quarry Co. Limited ("KWP"), KWP is a 63.5% owned subsidiary of the Company. The
guarantee is a several guarantee and is limited to the Company’s percentage interest in KWP. As at 31st December 2001, no
facilities were utilised by KWP.

FINANCIAL SUMMARY

A five year financial summary of the results and of the assets and liabilities of the Group is shown on pages 30 and 31 of the annual
report.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31st December 2001, the aggregate amount of turnover attributable to the Group's five largest customers
represented less than 30% of the Group's total turnover; and the aggregate amount of purchases (not including the purchases of
items which are of a capital nature) attributable to the Group's five largest suppliers represents less than 30% of the Group's total
purchases.

None of the directors, their associates or any shareholder (which to the knowledge of the directors owns more than 5% of the
Company's issued share capital) had any interest in the five largest customers.

MANAGEMENT CONTRACTS

No substantial contracts concerning the management and administration of the Company were entered into or existed during the
year.

AUDITORS

The financial statements have been audited by PricewaterhouseCoopers, who retire and, being eligible offer themselves for
reappointment. PricewaterhouseCoopers replaced Price Waterhouse in 1999 following their merger with Coopers & Lybrand.

On behalf of the Board

Dr. Lui Che Woo
Chairman

Hong Kong, 11th April 2002
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Hepert of the Auditors

PRICEAATERHOUSE(COPERS

‘& 76:)5&‘7]( Iﬁ??]— i $ ¥ B PricewaterhouseCoopers

22nd Floor, Prince’s Building
Central, Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 9888

AUDITORS’ REPORT TO THE SHAREHOLDERS OF
K.WAH CONSTRUCTION MATERIALS LIMITED
(incorporated in Hong Kong with limited liability)

We have audited the financial statements on pages 43 to 79 which have been prepared in accordance with accounting principles
generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Hong Kong Companies Ordinance requires the directors to prepare financial statements which give a true and fair view. In
preparing financial statements which give a true and fair view, it is fundamental that appropriate accounting policies are selected
and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those financial statements and to report our opinion to
you.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong Society of Accountants. An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also
includes an assessment of the significaiit estimates and judgements made by the directors in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the circumstances of the Company and the Group,
consistently applied and adeguately disclosed.

We planned and performed our audit so as to obtain all the information and explanaticns which we considered necessary in order to
provide us with sufficient evidence to give reasonable assurance as to whether the financial statements are free from material
misstatement. In forming our opinion we alsc evaluated the overall adequacy of the presentation of information in the financial
statements. We believe that our audit provides a reasonable basis for our opinion.

OPINION

In our opinion, the financial statements give a true and fair view of the state of affairs of the Company and the Group as at 31st
December 2001 and of the profit and cash flows of the Group for the year then ended and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 11th April 2002

1002 140d3Y TVNNNY ‘@




] u@

v/
=N

ASNOS ¢

SN NMCLLOME.

5!
&

ZUIR T STV

@

Consolidated Prefit and Loss Statement H

For the year ended 31st December 2001

Turnover

Cost of sales

Gross profit

Other revenues

Other operating income
Administrative expenses

Other operating expenses

Operating profit
Finance costs

Share of profits less losses of
Jointly controlled entities
Associated companies

Profit before taxation

Taxation

Profit after taxation

Minority interests

Profit attributable to shareholders

Dividends

Earnings per share

Note

25

2001 2000
HK$’000 HK$'000
1,082,615 1,093,521
(903,738) (846,120)
178,877 247,401
48,984 55,463
15,634 13,517
(64,281) (67,888)
(30,168) {29,614)
149,046 218,899
(16,929) (24,077)
1,938 (53)
{6,010} (4,552)
128,045 190,217
(14,410) (23,565)
113,635 166,652
(834) (376)
112,801 166,276
{48,330) (74,158)
HK cents HK cents
9.6 15.2




Consolidated Balance Sheet H

At 31st December 2001

Fixed assets

Jointly controlied entities
Associated companies
Other non-current assets

Non-current assets

Current assets
tnventories
Debtors and prepayments
Other investments
Tax recoverable
Cash and bank balances

Current liabilities
Creditors and accruals
Current portion of long-term liabilities
Short-term bank loan, unsecured
Taxation payable

Net current assets

Financed by:
Share capital

Reserves

Shareholders’ funds
Minority interests
Long-term liabilities

Non-current liabilities

Lui Che Woo
Director

Francis Lui Yiu Tung
Director

Approved by the board of directors on 11th April 2002.

Note

13
16
17
18

19
20
21

22
26

23
25

26
27

2001 2000
HK$°000 HK$'000
675,498 711,286
177,818 176,786

86,033 80,870
141,709 98,784
1,081,058 1,067,726
63,079 55,572
335,449 381,438
280,000 280,000

3,380 2,381
299,123 234,334
981,031 953,725
266,862 296,816
101,555 128,299
183,690 75,360

5,134 8,716
557,241 509,191
423,790 444,534

1,504,848 1,512,260
121,674 115,166
1,235,958 1,161,642
1,357,632 1,276,808
125,547 128,543
— 86,563

21,669 20,346
1,504,848 1,512,260
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Company Balanece Sheet H

At 31st December 2001

Note
Subsidiaries 15
Current assets
Debtors and prepayments 20
Other investments 21
Cash and bank balances
Current liabilities
Creditors and accruals 22
Current portion of long-term liabilities 26
Taxation payable
Net current assets
Financed by:
Share capital 23
Reserves 25
Shareholders’ funds
Long-term liabilities 26

Lui Che Woo
Director

Francis Lui Yiu Tung
Director

Approved by the board of directors on 11th April 2002.

2001 2000
HK$000 HK$'000
903,678 1,058,563

8,117 8,831
280,000 280,000
219,435 151,310
508,552 440,141

1,095 3,085

67,917 93,333
2,270 4,273
71,282 100,691
437,270 338,450
1,340,948 1,398,013
121,674 115,166
1,219,274 1,229,930
1,340,948 1,345,096
- 52,917
1,340,948 1,398,013




Consolidated Cash Flow Statement H

For the year ended 31st December 2001

Cash flows from operating activities
Cash generated from operations
Net tax paid
Interest element of finance lease rental payments
Interest paid

Net cash from operating activities

Cash flows from investing activities
Purchase of fixed assets
Proceeds from sale of fixed assets
Purchase of minority interests in a subsidiary
Repayments from jcintly controlied entities
Acquisition of associated companies
Repayment from/(advances to) associated companies
Deferred expenditure
Acquisition of long-term investments
Sales proceeds of long-term investments
Decrease/(increase) in deferred receivable
Interest received
Dividends received from jointly contreiled entities

Net cash used in investing activities

Cash flows from financing activities
Issue of new shares
Net increase in loans from minority shareholders
New long-term bank loans
Repayment of long-term bank loans
Increase in short-term loans repayable after
three months from date of advance
Capital element of finance lease rental payments
Dividends paid to shareholders
Dividends paid to minority interests

Net cash used in financing activities

Net increase in cash and bank balances
Change in exchange rates
Cash and bank balances at beginning of year

Cash and bank balances at end of year

Note

28 (a)

284 {b)

2001 2000
HK$'000 HK$'000
215,021 311,681
(19,020) (24,242)

(163) (398)
(16,766) (23,679)
179,072 263,362
(44,083) (31,736)

1,458 2,613
(11,331) (3,861)
362 7
(21,549) (56.126)
2,253 (9.858)
(36,413) (52,556)
(33,739) (9,672)
14,921 -
3,224 (4,601)
37,021 42,289
383 3,732
(87,493) (119,769)
52 32
11,199 5,883
- 30,000

(111,833) (123,083)

108,330 51,810

(1,474) (1,449)
(32,067) (49,926)
(940) (1,856)
(26,733) (88,589)
64,846 55,004

(57) 151

234,334 179,179

299,123 234,334
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Conselidated Statementt of Changes in Equity ﬂ

For the year ended 31st December 2001

2001 2000
Note HKS$'000 HK$'000

Balance at beginning of the year
As previously reported 1,230,742 1,090,593
Prior year adjustment (note 1(aj(i)) 46,066 43,289
As restated 1,276,808 1,133,882
Issue of shares upon exercise of share options 23 & 25 52 32
Issue of shares for scrip dividends 23 & 25 31,909 42,866
Capital reserve on acquisition of additional interest in a subsidiary 25 - 4,395
Exchange differences arising on translation of overseas operations 25 38 736
Profit for the year 25 112,801 166,276

Dividends

Interim dividend 25 (17,910) (28,090
Final dividend 25 (46,066) (43,289)
Balance at end of the year 1,357,632 1,276,808




Notes to the Fimancial Statemenis H

1.

(@)

PRINCIPAL ACCOUNTING POLICIES

Basis of preparation

The financial statements have been prepared under the historical cost convention as modified by the revaluation of
certain properties and investments and in accordance with accounting principles generaily accepted in Hong Kong.

In 2001, the Group adopted and implemented the following revised or new Statement of Standard Accounting
Practices (“SSAPs") issued by the Hong Kong Society of Accountants:

SSAP 1 (revised) Presentation of financial statements

SSAP 9 (revised) Events after the balance sheet date

SSAP 11 (revised) Foreign currency translation

SSAP 14 (revised) Leases

SSAP 15 (revised) Cash flow statements

SSAP 26 Segment reporting

SSAP 28 Provisions, contingent liabilities and contingent assets
SSAP 29 Intangible assets

SSAP 30 Business combinations

SSAP 31 Impairment of assets

SSAP 32 Consolidated financial statements and accounting for investments in subsidiaries
SSAP 33 Discontinuing operations

SSAP 1 (revised), SSAP 11 (revised), SSAP 15 (revised) and SSAP 33 are applied in advance of their effective dates.

The adoption of these new and revised SSAPs has resulted in the foliowing changes to the Group’s accounting
policies which have affected the amounts reported for the current or prior years:

(1)

Dividends

In accordance with the revised SSAP 9, dividends proposed or declared after the balance sheet date are no
longer recognised as liabilities at the balance sheet date. This change in accounting policy has been applied
retrospectively and as a result, reserves of the Group and Company as at 31st December 2000 have been
increased by HK$46,066,000.

Gooawill

The Group has adopted the transitional provisions as permitted under SSAP 30 not to restate the goodwill/
negative goodwilt taken to reserves prior to 1st January 2001. However, any impairment in respect of such
goodwill are recognised as an expense in the period in which impairment has occurred in accordance with the
requirements of SSAP 31.

As a result, goodwill previously taken directly to reserve amounting to HK$136,000 has been reclassified from
capital reserve to revenue reserves.

The principal accounting policies adopted in the preparation of these financial statements are set out below:
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Notes to the Financial Statementsﬂ

1. PRINCIPAL ACCOUNTING POLICIES (Contd)

(b)

(d)

Basis of consolidation

The consolidated financial statements include the financial statements of K. Wah Construction Materials Limited and
its subsidiaries made up to 31st December and the Group’s attributable share of post-acquisition results and reserves
of its jointly controlled entities and associated companies.

Results attributable to subsidiaries, jointly controlled entities and associated companies acquired or disposed of during
the year are included in the consolidated profit and loss statement from the date of acquisition or to the date of

disposal as applicable.

The profit or loss on disposal of subsidiaries, jointly controlled entities or associated companies is calculated by
reference to the net assets at the date of disposal including the attributable amount of goodwill/negative goodwill
which remains unamortised, including thase previously taken directly to reserves.

All significant inter-company transactions and balances within the group companies are eliminated.
Subsidiaries

A company is a subsidiary in which the Group directly or indirectly, holds more than 50% of the issued eguity capital
for long term, or controls more than 50% of the voting power, or contrels the composition of the board of directors.

In the Company's balance sheet, investments in subsidiaries are carried at or below cost. Provision is made when, in
the opinion of the directors, there is a long-term impairment in value. The results of subsidiaries are accounted for by
the Company on the basis of dividend income.

Jointly controlled entities

A jointly contrclled entity is a joint venture in respect of which a contractual arrangement is established between the
participating venturers and whereby the Group together with the venturer undertake an economic activity which is
subject 1o joint control and none of the venturers has unilateral control over the economic activity.

The consolidated profit and loss statement includes the Group’s share of the results of jointly controlled entities, and
the consolidated balance sheet includes the Group’s share of the net assets of jointly controlled entities under the
equity method.

Associated companies

An associated company is a company, not being a subsidiary, in which an equity interest is held for the long-term and
significant influence is exercised in its management.

The consolidated profit and loss statement includes the Group's share of the results of associated companies, and the
consolidated balance sheet includes the Group's share of net assets of the associated companies under the equity
method.




Notes tothe Financial Statements H

1.

PRINCIPAL ACCOUNTING POLICIES (Contd)

(f)

()

Goodwill

Goodwill represents the difference between the cost of an acquisition over the fair values ascribed to the Group's
share of the net tangible assets of the acquired subsidiaries, jointly controfled entities and associated companies at
the effective date of acquisition.

Goodwill arising on acquisitions occurring on or after 1st January 2001 is included in the balance sheet as a separate
asset and amortised using the straight line method over its estimated useful life of not more than twenty years.

Goodwill on acquisitions, which occurred prior to 1st January 2001, was taken directly to reserves. The carrying
amount of goodwill, including those previously taken directly to reserves, is reviewed annually and provision is only
made where, in the opinion of the Directors, there is a long-term impairment in value.

Where the fair values ascribed to the net assets exceed the purchase consideration, such differences are recognised
in the profit and loss statement in the year of acquisition or over the weighted average useful life of those non-
monetary assets acquired.

Fixed assets and depreciation

Fixed assets are stated at cost or valuation less accumulated depreciation and provision for significant permanent
impairment in values.

Leasehold land and buildings and improvements are depreciated over their respective lease periods using the
straight-line method. Other fixed assets are depreciated over their estimated useful lives, using the straight-line
method, at the following annual rates:

Plant and machinery 5 to 25%
Other fixed assets 20 to 25%

Major costs incurred in restoring fixed assets to their normal working condition are charged to the profit and loss
statement. Improvements are capitalised and depreciated over their expected useful lives to the Group. The carrying
amounts of fixed assets are reviewed regularly. When the estimated recoverable amounts have declined permanently
below their carrying amounts, the carrying amounts are written down to their estimated recoverable amounts.
Expected future cash flows have been discounted in determining the recoverable amounts.

Profit or loss on disposal of a fixed asset is determined as the difference between the net sales proceed and the
carrying amount of the relevant asset, and is recognised in the profit and loss statement. Upon the disposal of
revalued assets, the relevant realised revaluation reserve is transferred directly to revenue reserves.
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Notes to the Financial Statements H

1. PRINCIPAL ACCOUNTING POLICIES (Contd)

(h)

(i)

(k)

Investment properties

Investment properties are interests in land and buildings in respect of which construction work and development have
been completed, held for their long-term investment potential and are not occupied by the Group. Investment
properties are carried at fair values, representing their open market value based on professional valuation. A deficit in
valuation is charged to the profit and loss statement; an increase is first credited to the profit and loss statement to the
extent of valuation deficit previously charged and thereafter is credited to the investment properties revaluation
reserve. Upon the disposal of an investment property, any relevant revaluation surplus realised is transferred to the
profit and loss statement.

No depreciation is provided on Investment properties held on leases of more than twenty years.
Leased assets

Assets leased from third parties under agreements that transfer substantially all the risks and rewards incident to
ownership of the relevant assets to the Group are classified as finance leases. At the inception of a finance lease, the
fair value of the asset or, if lower, the present value of the minimum lease payments, derived by discounting them at
the interest rate implicit in the lease, is capitalised as a fixed asset; the corresponding obligations, net of finance
charges, is included under long-term liabilities. Assets held under finance leases are depreciated on the basis
described in note (g) above. Gross rental payable in respect of finance leases are apportioned between interest
charges and a reduction of the lease obligations based on the interest rates implicit in the relevant leases.

Leases where a significant portion of the risk and rewards of ownership are retained by the lessors are classified as
operating leases. Rentals payable, net of incentives received from the lessors, under operating leases are charged to
the profit and loss statement on a straight-line basis over the lease terms.

Deferred expenditure

Quarry site development represents costs of constructing infrastructure at the quarry site to facilitate excavation.
Overburden removal costs are incurred to bring the quarry site into a condition ready for excavation. These costs are
amortised over the estimated useful lives of the quarries and sites concerned using the straight-line method.

Pre-operating costs are expensed as they are incurred.
Inventories

Inventories are stated at the lower of cost and net realisable value. Cost calculated on the weighted average basis,
comprises materials, direct labour and an appropriate proportion of production overhead expenditure. Net realisable
value is determined on the basis of anticipated sales proceeds less estimated selling expenses.

investments

Investments are carried at fair value. At each balance sheet date, the net unrealised gains or losses arising from the
chariges in fair value of investments are recognised in the profit and loss statement. Profits or losses on disposal of
investments, representing the difference between the net sales proceeds and the carrying amounts, are recognised in
the profit and loss statement as they arise.




Notes tothe Financial Statements H

1.

PRINCIPAL ACCOUNTING POLICIES (Contd)

(m)

(0)

Foreign currencies

Transactions in foreign currencies during the year are translated at exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated at rates of
exchange ruling at that date. Exchange differences arising are dealt with in the profit and loss statement.

Profit and loss statements of subsidiaries, jointly controlled entities and associated companies expressed in foreign
currencies are translated at the weighted average exchange rates for the year and balance sheets are translated at
rates of exchange ruling at the balance sheet date. Exchange differences arising from the translation of net
investments in these subsidiaries, jointly controlled entities and associated companies are taken directly to reserves.

In previous years, profit and loss statements of subsidiaries, jointly controlled entities and associated companies
expressed in foreign currencies were translated at exchange rates ruling at the balance sheet date. This accounting
policy has been changed to conform with SSAP 11 (revised) Foreign currency translation and the effect of such
change to the accounts for the year is not material.

Retirement benefit costs

The Group contributes to defined contribution retirement benefit schemes which are available to employees. The
assets of the schemes are held separately from those of the Group in independently administered funds. The Group’s
contributions to these schemes are expensed as incurred and may be reduced by contributions forfeited by those
employees who leave the schemes prior to vesting fully in the contributions.

Provisions

Provisions are recognised when there is a present legal or constructive obligation as a result of past events, it is
probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of the amount
can be made. Where a provision is expected to be reimbursed, the reimbursement is recognised as a separate asset
but only when the reimbursement is virtually certain.

Restructuring provisions mainly comprise lease termination penalties and employee termination payments, and are
recognised in the pericd in which the Group becomes legally or constructively committed to payment. Employee
termination benefits are recognised only after either an agreement is in place with the appropriate employee
representatives specifying the terms of redundancy and the number of employees affected, or after individual
employees have been advised of the specific terms. Costs related to the ongoing activities of the Group are not
provided in advance. Any fixed assets that are no longer required for their original use are transferred to current
assets and carried at the lower of the carrying amount or estimated net realisable value.

Deferred taxation
Deferred taxation is provided at the current rate of taxation under the liability method in respect of material timing

differences between profit as computed for taxation purposes and profit as stated in the financial statements to the
extent that a liability or an asset is expected to be payable or recoverable in the foreseeable future.

RN ”%

T

008 E0e3




wn
1]

BN ST VOLLINUEUSNOD) HRA

Notes to the Financial Statements H

1.  PRINCIPAL ACCOUNTING POLICIES (Cont'd)

(@)

(r)

(s)

Revenue recognition
Sales of construction materials are recognised when the goods are delivered and title is transferred to customers.

Rental income net of any incentive given to the lessee is recognised over the pericds of the respective leases on a
straight-line basis.

Interest income is recognised on & time proportion basis, taking into account the principal amounts outstanding and
the interest rates applicable.

Dividend income is recognised when the right to receive payment is certain.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset that necessarily
takes a substantial period of time to get ready for its intended use or sale are capitalized as part of the cost of that
asset. All other borrowing costs are charged to the profit and foss statement when they are incurred.

Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents comprise cash in hand, amounts repayable on

demand from banks and financial institutions within three months from the date of placement, less advances from
banks and financial institutions repayable within three months from the date of advance.




Notes tothe Financial Statements H

2. SEGMENT INFORMATION

The Group is principally engaged in the manufacture, sale and distribution of construction materials. There is no other
significant identifiable separate business. In accordance with the Group’s internal financial reporting and operating activities,
the primary reporting is by geographical segments and a separate business segment is not relevant. Segment assets consist
primarily of fixed assets, other non-current assets, inventories, debtors and other receivables, and mainly exclude
investments. Segment liabilities comprise mainly creditors and accruals. Sales, assets and liabilities are based on the country
in which the customers are located.

A summary of the geographical segments is set out as follows:

Year ended 31st December 2001

Mainland
Hong Kong China Total
HK$'000 HK$'000 HK$'000
Turnover 721,075 361,540 1,082,615
Other revenues 48,117 867 43,984
Operating profit 139,926 9,120 149,046
Finance costs (16,929)
Share of profits less losses of
Jointly controlied entities (157) 2,095 1,938
Associated companies 370 {6,380) (6,010)
Profit before taxation 128,045
Taxation {14,410)
Profit after taxation 113,635
Minority interests 1 {835) (834)
Profit attributable to shareholders 112,801
Segment assets 921,741 262,771 1,184,512
Jointly controlled entities 1,297 176,521 177,818
Associated companies 14,738 71,295 86,033
Common assets 613,726
Total assets 2,062,089
Segment liabilities 175,608 93,285 268,893
Minority interests 87,676 37,871 125,547
Common liabilities 310,017
Total liabilities 704,457
Capital expenditure 62,217 18,279 80,496
Depreciation 56,524 18,097 74,621
Amortisation 11,815 — 11,815
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Notes tothe Financial Statements H

2. SEGWENT INFORMATION (Contd)

Year ended 31st December 2000

Mainland
Hong Kong China Total
HK$000 HK$'000 HK$000
Turnover 844,965 248,556 1,093,521
Other revenues 54,504 959 55,463
Operating profit/{loss) 243,668 (24,769) 218,899
Finance costs (24,077)
Share of profits less losses of
Jointly controlled entities {894) 841 (53)
Associated companies (4,552) — (4,552)
Profit before taxation 190,217
Taxation (23,565}
Profit after taxation 166,652
Minority interests 5 (381) (376)
Profit attributable to shareholders 166,276
Segment assets 965,614 271,794 1,237,408
Jointly controlled entities 1,257 175,529 176,786
Associated companies 23,701 57,169 80,870
Common assets 526,387
Total assets 2,021,451
Segment liabilities 197,841 98,975 296,816
Minority interests 75,449 53,094 128,543
Common liabilities 319,284
Total liabilities 744,643
Capital expenditure 67,963 16,329 84,292
Depreciation 52,531 45,021 97,552
Amortisation 17,532 4,924 22,456
Write-off of pre-operating expenses 1,187 5,199 €,386
Write-off of other deferred expenditure 3,449 6,943 10,392




Notes tothe Financial Statements H

3. TURNOVER AND OTHER REVENUES

Turnover
Sales of construction materials

Other revenues
Rental income
Interest income from:
Listed investments
Unlisted investments (note 32(b)}
Bank deposits
Deferred receivable

Total revenues

2001 2000
HK$°000 HK$'000
1,082,615 1,093,521
11,963 11,343
— 570
25,415 30,603
9,688 11,116
1,918 1,831
48,984 55,463
1,131,599 1,148,984
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Notes tothe Financial StatementsH

OPERATING PROFIT

Operating profit is stated after crediting:

Profit on disposal of listed investments
Amortisation of negative goodwill

and after charging:

Amortisation:

Quarry site development

Overburden removal costs

Pre-operating expenses and other deferred expenditure
Depreciation;

Owned fixed assets

Leased fixed assets
Additional provision for fixed assets
Operating lease rental for land and buildings
Royalty
Write-off of pre-cperating expenses
Write-off of other deferred expenditure
Auditors’ remuneration
Loss on disposal of fixed assets
Cost of inventories sold
Staff costs, including directors’ remuneration
Unrealised loss on long-term investments
Revaluation deficit of investment properties

FINANCE COSTS

Interest expenses
Bank loans and overdrafts

Finance lease obligations wholly payable within five years

2001 2000
HK$000 HK$'000
6,583 1,519
632 —
1,494 5,173
10,321 10,322
- 6,961
74,334 78,405
287 307

- 18,840
18,808 16,238
4,944 5,846
- 6,386

- 10,392
1,086 1,163
1,792 724
778,444 700,756
148,405 139,892
3,850 -
2,000 6,036
2001 2000
HK$000 HK$'000
16,766 23,679
163 398
16,929 24,077




Notes tothe Financial Statements H

6. DIRECTORS REMUNERATION

2001 2000

HK$'000 HK$'000

Fees ) 490 450
Salaries and other emoluments 2,600 3,113
Discretionary bonuses - 245
Retirement benefits 158 162
3,248 3,970

The emoluments of individual directors of the Company fell within the following bands:

Number of Directors

2001 2000

Nil — HK$1,000,000 7 7
HK$1,000,001 — HK$1,500,000 -1 —
HK$1,500,001 — HK$2,000,000 1 1
HK$2.000,001 — HK$2,500,000 - 1
9 9

Fees paid to independent non-executive directors amounted to HK$240,000 (2000: HK$150,000) and no other emoluments
were paid.

No options were granted to or exercised by the directors during the year (2000 nil).
7. MANAGEMENT REMUNERATION

The five individuals whose emoluments were the highest in the Group for the year include one (2000: two) directors whose
emoluments are reflected in the analysis above. The emoluments of remaining four (2000 three) individuals are as follows:

2001 2000

HK$'000 HK$000

Salaries and other emoluments 6,438 4,682
Discretionary bonuses - 536
Retirement bensfits 373 294
6,811 5,512
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Notes to the Financial Sraremenrsj

7. MANAGEMENT REMUNERATION (Conta)

The emoiuments of these individuals fell within the following bands:

Number of employees

2001 2000

Nil — HK$1,000,000 - —
HK$1,000,001 — HK$1,500,000 2 —
HK$1,500,601 — HK$2,000.000 1 3
HK$2,000,001 — HK$2,500,000 1 —
4 3

8. RETIREMENT BENEFIT SCHEMES

The Group operates various retirement benefits schemes such as Mandatory Provident Fund (MPF) Scheme and
Occupational Retirement Scheme Ordinance {ORSC) Scheme for our employees depending on circumstance. The Group
makes monthly contributions to the MPF Scheme equal to 5% of the employee’s relevant income in compliance with the
legislative requirement. The Group, where applicable, makes monthly top up contributions to the ORSO Scheme at a rate
equal to 5% 1o 10% of the employee’s basic salary minus the Group’s mandatory contributions in respect of the relevant
month to the MPF Scheme.

Registered in accordance with the relevant statutory requirements, the assets of the MPF and ORSO Schemes are held
separately from those of the Group in independently administrated funds. The Group’s contributions to the ORSO scheme
are expended as incurred and may be reduced by contributions forfeited by those employees who leave the scheme prior to
vesting fully in the contributions. The Group also contributes to retirement plans for its overseas employees at a percentage
in compliance with the requirements of the respective gverseas authorities.

The retirement benefits scheme cost charged to the profit and loss statement during the year ended 31st December 2001
represents contributions paid and payable by the Group to the schemes and amounted to HK$8,745,000 (2000:
HK$6,617,000) less forfeitures of HK$579,000 (2000: HK$1,170,000), leaving HK$36,000 (2000: HK$100,000) available at
the year end to reduce future contributions.




Notes tothe Financial Statements H

0.

10.

TAXATION

2001 2000
HK$'000 HK$'000
Company and subsidiaries
Hong Kong profits tax 12,917 21,994
QOverprovision in prior years (1,054) (1,394)
Mainland China profits tax 2,576 751
Deferred taxation {note 27(a)) (708) 1,541
13,731 22,892
Jointly controlled entities
Mainland China profits tax 161 167
Associated companies
Hong Kong profits tax 518 506
14,410 23,565

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the estimated assessable profits for the year
after setting off available taxation losses brought forward.

Taxation assessable on profits generated outside Hong Kong has been provided at the rates of taxation prevailing in the
countries in which those profits arcse.

There was no material unprovided deferred taxation for the year.
PROFIT ATTRIBUTABLE TO SHAREHOLDERS

The profit attributable to shareholders is dealt with in the financial statements of the Company to the extent of
HK$27,867,000 (2000: HK$130,649,000).
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Notes tothe Financial Statements H

11. DIVIDENDS

Interim scrip dividend with a cash option of 1.5 cents
(2000: 2.5 cents) per share

Proposed final scrip dividend with a cash option of 2.5 cents
(2000: 4 cents) per share

The dividends have been partially settled by cash as follows:

Interim
Final

2001 2000
HK$°000 HK$'000
17,910 28,090
30,420 46,066
48,330 74,156
8,797 13,967
- 23,270

8,797 37,237

The Board of Directors recommend a final scrip dividend with a cash option of 2.5 cents (2000; 4 cents) per share. This

dividend will be accounted for as an appropriation of revenue reserves in the year ending 31st December 2002.

12. EARNINGS PER SHARE

The calculation of earnings per share is based on the profit attributable to shareholders of HK$112,801,000 (2000:
HK$166,276,000) and the weighted average number of 1,176,638,000 shares (2000: 1,097,402,000 shares) in issue during

the year.

The diluted earnings per share is not presented as the exercise of the share options outstanding as at 31st December 2001

would not have a dilutive effect on the earnings per share.




Notes tothe Financial

Statements H

3.

FIXED ASSETS

Group

Leasehold

land and Investment Leasehold Plant and Other fixed

buildings properties  improvements machinery assets Total

HK$000 HK$ 000 HK$'000 HK$'000 HK$'000 HK$000

Cost or valuation
At 31st December 2000 336,500 44,000 36,260 602,914 153,862 1,173,536
Additions — — 719 23,832 19,532 44,083
Disposals — — — (22,951) {5,916) (28,867)
Reclassification (1,867) — — 1,967 — —
Revaluation — (2,000) — — — (2,000)
At 31st December 2001 334,533 42,000 36.979 605,762 167,478 1,186,752
Accumulated depreciation
At 31st December 2000 26,650 — 20.054 310,043 105,503 462,250
Charge for the year 6,920 — 2,008 51,883 13,810 74,621
Disposals - — — (20,481) (5,138) (25,617)
Reclassification (496) — - 496 — -
At 31st December 2001 33,074 — 22,062 341,941 114,477 511,254
Net book value
At 31st December 2001 301,459 42,000 14,917 263,821 53,301 675,498
At 31st December 2000 309,850 44,000 16,206 292,871 48,359 711,286
(a)  Leasehold land and buildings are stated at cost or valuation less depreciation as detailed in note 14. Investment

properties held under medium term leases in Hong Kong were valued at 31st December 2001 on an open market

value basis by CB Richard Ellis Limited, independent professional valuers.

Land and buildings and plant and machinery with net book values of HK$242,643,000 (2000: HK$247,981,000) and
HK$111,398,000 (2000: HK$124,998,000) respectively were pledged to secure banking facilities.

Other fixed assets comprise barges, furniture and equipment and motor vehicles.

The aggregate net bock values of assets held under finance leases at 31st December 2001 were HK$72,000 (2000:

HK$359,000).

Apart from the properties mentioned under (a) above, all other assets are carried at cost.
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Notes tothe Financial Statements H

14.

15.

LEASEHOLD LAND AND BUILDINGS

Leasehold land and buildings are held under medium term leases as follows:

Outside
Hong Kong Hong Kong 2001 Total 2000 Total
HK$°000 HK$000 HK$000 HK$'000
At cost 296,935 9,598 306,533 308,500
At professicnal valuation 1990 28,000 — 28,000 28,000
324,935 9,598 334,533 336,500

Certain land and buildings in Hong Kong were revalued as at 31st March 1990 on an open market basis by Jones Lang
LaSalle, independent professional valuers. Subsequent revaluations of this property are not required to be made in
accordance with paragraph 80 of Hong Kong Statement of Standard Accounting Practice 17 — Property, Plant and
Equipment. Had this property been carried at cost, its carrying amount would have been HK$565,000 (2000: HK$578,000).

SUBSIDIARIES

Unlisted shares, at cost
Amounts payable
Amounts receivable

Loans receivable

Provision for diminution in value

Company

2001 2000
HK$000 HK$'000
1 1
(1,002,940) (711,054)
1,622,453 1,485,452
619,514 774,399
300,556 300,556
920,070 1,074,955
(16,392) {16,392)
903,678 1,058,563

The amounts receivable and payable are unsecured, interest free and have no fixed terms of repayment. Loans receivable
are unsecured, carry interest at prevailing market interest rate and have no fixed terms of repayment.

Details of the subsidiaries which, in the opinion of the directors, materially affect the results or net assets of the Group are

shown in note 35(a).




Notes tothe Financial Statements H

16. JOINTLY CONTROLLED ENTITIES

17.

18.

Group
2001 2000
HK$’000 HK$'000
Share of net assets 92,473 91,079
Amounts receivable 85,345 85,707
177,818 176,786

The amounts receivable are unsecured, interest free and have no fixed terms of repayment.

Details of jointly controlled entities which, in the opinion of the directors‘, materially affect the results or net assets of the
Group are shown in note 35(b).

ASSOCIATED COMPANIES

Group
2001 2000
HK$'000 HK$ 000
Share of net assets 86,033 71,012
Amounts receivable —_ 9,858
86,033 80,870

The amounts receivable are unsecured, interest free and have no fixed terms of repayment.

Details of associated companies which, in the opinion of the directors, materially affect the results or net assets of the Group
are shown in note 35(c).

OTHER NON-CURRENT ASSETS

Group

2001 2000
HK$'000 HK$000

Deferred expenditure
QOverburden removal costs 94,077 69,301
Quarry site development 7,282 7.460
101,359 76,761
Deferred receivable (note a) 9,127 12,351
Long-term investments, unlisted 31,223 9,672

141,709 98,784
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Notes tothe Financial Statements H

18. OTHER NON-CURRENT ASSETS (Cont'd)

(@)  Deferred receivable represents advances to various contractors for the delivery of concrete to customers. The
advances are secured by the vehicles operated by the contractors, carry interest at prevailing market rate and are
repayable by monthly instalments up to 2007. The current portion of the receivable is included under other receivable.

18, INVENTORIES

Group
2001 2000
HK$°000 HK$000
Aggregates and sand 26,760 12,964
Concrete pipes and blocks 4,802 6,704
Cement 4,492 8,159
Spare parts 23,907 24,380
Consumables 3,118 3,365
63,079 55,572

At 31st December 2001, the carrying amounts of inventories stated at net realisable value amounted to HK$1,184,000
(2000: HK$1,880,000).

20. DEBTORS AND PREPAYMENTS

Group Company
2001 2000 2001 2000
HK3'000 HK$'000 HK$000 HK$'000
Trade debtors 250,022 269,560 — —
Other receivable 39,840 52,730 -_ —_
Prepayments 45,587 59,148 9,117 8,831
335,449 381,438 9,117 8,831

The Group has established credit policies which foliow local industry practice. The Group normally allows an approved credit
period ranging from 30 to 60 days for customers in Hong Kong and 120 to 180 days for customers in Mainland China. These
are subject to pericdic review by management.
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20. DEBTORS AND PREPAYMENTS (Contd)

The ageing analysis of the Group’s trade debtors based on the dates of the invoices and net of provision for bad and doubtful

debts is as follows:

Within one month
Two to three months
Four to six months
Over six months

21. OTHER INVESTMENTS

Group
2001
HK$'000

Floating rate notes, at cost 280,000

2001 2000
HK$°000 HK$°000
94,155 114,375
110,361 97,913
31,270 23,468
14,236 33,804
250,022 269,560
Company
2000 2001 2000
HK$000 HK$°000 HK$'000
280,000 280,000 280,000

The floating rate notes were issued by the Company's ultimate holding company and carry interest at 4.5% per annum above
six-month HIBOR. The notes are fully redeemable on 23rd September 2002. The Company is entitled to transfer the notes
after 23rd March 2000 with the approval of the Board of Directors of the ultimate holding company.

22. CREDITORS AND ACCRUALS

Group Company

2001 2000 2001 2000

HK$°000 HK$000 HK$000 HK$'000

Trade creditors 93,642 96,736 - —
Other creditors 52,784 56,878 - —
Accrued operating expenses 112,107 134,210 1,095 3,085
Deposits received 8,329 8,992 — —
266,862 296,816 1,095 3,085
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Notes tothe Financial Statements H

22. CREDITORS AND ACCRUALS (Contd)

23.

24.

At 31st December 2001, the ageing analysis of the Group’s trade creditors based on the dates of the invoices is as follows:

Within one month
Two to three months
Four to six months
Over six months

SHARE CAPITAL

Authorised:
At beginning of year
Increase during the year

At end of year

Issued and fully paid:
At beginning of year
Exercise of share options
fssued as scrip dividends

At end of year

SHARE OPTION SCHEME

2001 2000
HK$°000 HK$'000
44,186 43,703
27,560 28,979
14,836 14,800
7,060 9,254
93,642 96,736
2001 2000

Ordinary Shares Ordinary Shares
of HK$0.10 each HK$'000 of HK$0.10 each HK$'000
2,888,000,000 288,800 2,888,000,000 288,800
1,000,000,000 100,000 — —
3,888,000,000 388,800 2,888,000,000 288,800
1,151,656,667 115,166 1,070,841,458 107,084
100,000 10 60,000 6
64,983,737 6,498 80,755,209 8.076
1,216,740,404 121,674 1,151,856,667 115,166

The Company operates a share option scheme under which options to subscribe for ordinary shares in the Company are
granted to selected executives. During the year, no new options were granted and options to subscribe for 100,000 shares
(2000: 60,000 shares) were exercised. At 31st December 2001, outstanding options granted under the scheme are as

follows:

Exercise period

20th May 1999 to 19th May 2008
30th December 2000 to 29th December 2009

Option price
per share
HK$

0.53383
0.5216

Number
of shares

13,162,000
26,232,000

39,394,000
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25. RESERVES

Group

Land and
buildings Capital
Capital Share revaluation redemption Revenue
reserve  premium reserve reserve  reserves Total
HK$'000  HK$000 HK$'000 HK$'000  HK$'000  HK$000
At 31st December 2000
As previously reported 4,259 554,083 27,363 70 529,801 1,115,576
Prior year adjustment {note 1) 136 — — — 45,930 46,066
As restated 4,395 554,083 27,363 70 575,731 1,161,642
Changes in exchange rates — — — — 38 38
Premium on shares issued — 42 — — — 42
Share issued as scrip dividends — (6,498) — — 31,809 25,411
Profit for the year — - — — 112,801 112,801
2000 final dividend — - — — (46,066)  (46,066)
2001 interim dividend - - — - (17,910) (17,910
At 31st December 2001 4,395 547,627 27,363 70 656,503 1,235,958
Company and subsidiaries 4395 547,627 27,363 70 696,339 1,275,854
Jointly controlled entities — — — — (32,203)  (32,203)
Associated companies — — — — (7,693) {7,693}
4,395 547,627 27,363 70 656,503 1,235,958
At 31st December 1999
As previously reported (136) 562,133 27,363 70 394,079 983,509
Prior year adjustment (note 1) 136 — — — 43,153 43,289
As restated — 562,133 27,363 70 437,232 1,026,798
Changes in exchange rates — — — — 736 736
Acquisition of additional interest in a
subsidiary 4,395 — - — — 4,395
Premium on shares Issued — 26 — — — 26
Share issued as scrip dividends — (8,076) — — 42,866 34,790
Profit for the year — — — — 166,276 166,276
1999 final dividend — — - — (43,289)  (43,289)
2000 interim dividend - - — - (28,090)  (28,090)
At 31st December 2000 4,395 554,083 27,363 70 575,731 1,161,642
Company and subsidiaries 4,395 554,083 27,363 70 610,494 1,186,405
Jointly controlled entities — — - — (33,597)  (33,597)
Associated companies — — — — (1,166) (1,166)
4,395 554,083 27,363 70 575,731 1,161,642
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Notes tothe Financial Statements H

25. RESERVES (Contd)

Company
Capital
Share Capital redemption Revenue
premium  Reserve reserve  reserves Total

HK$000  HK$000 HK$000  HK$000  HK$000

At 31st December 2000

As previously reported 554,083 235,239 70 394472 1,183,864
Prior year adjustment (note 1) — — — 46,066 46,066
As restated 554,083 235,239 70 440,538 1,229,930
Share issued as scrip dividends (6,498) — — 31,809 25,411
Premium on shares issued 42 — — — 42
Profit for the year — — — 27,867 27,867
2000 final dividend — — - (46,066)  (46,066)
2001 interim dividend — - — {17,910)  (17,910)
At 31st December 2001 547,627 235,239 70 436,338 1,219,274

At 31st December 1399

As previously reported 562,133 235,239 70 295,113 1,092,555
Prior year adjustment (note 1) — — — 43,289 43,289
As restated 562,133 235,239 70 338,402 1,135,844
Share issued as scrip dividends (8,076} — — 42,866 34,790
Premium on shares issued 26 — — — 26
Profit for the year — — — 130,649 130,649
1999 final dividend — — - (43,289) (43,289}
2000 interim dividend — — - (28,090)  (28,090)

At 31st December 2000 554,083 235,239 70 440,538 1,229,930

At 31st December 2001, reserves of the Company available for distribution to sharehclders amount to HK$436,338,000
(2000 HK$440,538,000).
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26.

LONG-TERM LIABILITIES

Group Company
2001 2000 2001 2000
HK$§ 000 HK$'000 HK$°000 HK$'000
Bank loans
— secured 62,167 154,000 29,167 87,500
— unsecured 38,750 58,750 38,750 58,750
Obligations under finance leases
wholly payable within 5 years 638 2,112 — —
101,555 214,862 67,917 146,250
Current portion included in current liabilities (101,555) (128,299) (67,917) (93,333)
- 86,563 - 52,917
(a)  The bank loans are repayable within the following periods:
Group Company
2001 2000 2001 2000
HK$'000 HK$'000 HK$°000 HK$000
Within one year 100,917 126,833 67,917 93,333
Between one to two years — 85,817 — 52,917
100,917 212,750 67,917 146,250

(b)  Obligations under finance leases of the Group are payable within the following periods:

Present value Minimum payment
2001 2000 2001 2000
HK$°000 HK$000 HK$ 000 HK$'000
Within one year 638 1.466 644 1,555
Between one to two years - 646 - 652
638 2,112 644 2,207
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27. NON-CURRENT LIABILITIES

Group
2001 2000
HK$’000 HK$'000
Deferred taxation (note a) 19,638 20,346
Negative goodwill (note b) 2,031 —
21,668 20,346

(a)  Movements of deferred taxation during the year were as follows:

Group
2001 2000
HK$°000 HK$000
At beginning of year 20,346 18,805
Transfer (to)/from profit and loss statement (note 9) (708) 1,541
At end of year 19,638 20,346

t Provided in the financial statements in respect of:

Accelerated depreciation allowances 41,817 41,306
Other timing differences (22,179) (20,960)
19,638 20,346

The revaluation surplus or deficit arising from the revaluation of the Group’s land and buildings and investment
property does not constitute timing differences for Hong Kong profits tax purposes because they are held for the long-
term and any gains or losses would not be subject to Hong Kong profits tax.

There is no other material unprovided deferred taxation at the balance sheet date.

(b} Negative goodwill

N “

Group

2001 2000

HK$'000 HK$'000

Arising on acgquisition of additional interest in a subsidiary 2,663 —

74 Amortisation (632) —

;ﬁ 2,031 —
8
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28. NOTES TO CONSCLIDATED CASH FLOW STATEMENT

(@)  Reconciliation of operating profit to cash generated from operations

2001 2000

HK$°600 HK$'000

Operating profit 149,046 218,899
Depreciation 74,621 78,712
Additional provision for fixed assets - 18,840
Profit on disposal of investments {6,583) —
Unrealised loss on long-term investments 3,850 —
Revaluation deficit of investment properties 2,000 6,036
Interest income {37,021) (42,289)
Loss on disposal of fixed assets 1,792 724
Amortisation of deferred expenditure 11,815 22,456
Amortisation of negative gocdwill (632) —
Write-off of pre-operating expenses — 6,386
Write-off of other deferred expenditure : - 10,392
Operating profit before working capital changes 198,388 320,156
Increase in inventories (7,507) (2,126)
Decrease/(increase) in debtors and prepayments 53,594 (12,975)
Decrease in other investments — 10,175
Decrease in creditors and accruals (29,954) {3,549)
Cash generated from operations 215,021 311,681
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Notes tothe Financial Statements H

28. NOTES TO CONSOLIDATED CASH FLOW STATEMENT (Contd)
(b)  Analysis of changes in financing

Share Loans and

capital finance
and share lease Minority
premium obligations interests Total
HK$'000 HK$ 000 HK$'000 HK$000
As 31st December 2000 669,249 290,222 128,543 1,088,014
Changes in exchange rates — — (95) (95)
Purchase of additional interest in a subsidiary — — (13,994) (13,994)
Minority interests’ share of profit — — 834 834
Cash inflow/(outflow) from financing 52 (4.977) 10,259 5,334
At 31st December 2001 669,301 285,245 125,547 1,080,093
As 31st December 1999 669,217 332,869 132,208 1,134,294
Changes in exchange rates — 75 188 263
Purchase of additional interest in a subsidiary — — (8,256) (8,256)
Minority interests’ share of profit — — 376 376
Cash inflow/(outflow) from financing 32 {42,722) 4,027 {38,663)
At 31st December 2000 669,249 290,222 128,543 1,088,014
29. CAPITAL COMMITMENTS
Group
2001 2000
HK$°000 HK$'000
Contracted but not provided for 38,531 4,038

In addition, the Group has undertaken to invest HK$78,325,000 (2000 HK$99,929,000) in certain investee companies under
associated companies (note 17) which are engaged in high technology projects.
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30.

31.

32.

OPERATING LEASE COMMITMENTS

The future aggregate minimum lease rental expense in respect of land and buildings under non-cancellable operating leases
are payable in the following periods:

Group
2001 2000
HK§'000 HK$'000
First year 6,879 7,433
Second to fifth years inclusive 22,124 23,471
After the fifth year 39,541 44,281
68,544 75,185

OPERATING LEASE RENTAL RECEIVABLE

The future aggregate minimum lease rental income in respect of land and buildings under non-cancellable operating leases
are payable in the following periods:

Group
2001 2000
HK$'000 HK$'000
First year 11,844 11,393
Second to fifth years inclusive 47,742 48,061
After the fifth year 65,664 77,390
125,450 136,844

RELATED PARTY TRANSACTIONS

Significant related party transactions carried out in the normal course of the Group’s business activities during the year are
as follows:

(a)  Sales of aggregates to an associated company amounted to HK$24,620,000 (2000: HK$23,473,000). These were
made at prices and terms no less than those charged to other third party customers of the Group.

{b)  The Company receives interest income of HK$25,415,000 (2000: HK$30,603,000) in respect of the floating rate notes
as detailed in note 21.

(c)  Rental income from an associated company amounted to HK$9,557,000 (2000 HK$9,192,000) based on the terms of
rental agreement between the parties.
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33.

34.

35.

CONTINGENT LIABILITIES

The Company has executed guarantees in favour of banks in respect of facilities granted to subsidiaries amounting to
HK$295,893,000 (2000: HK$199,100,000). At 31st December 2001, the facilities utilised amounted to HK$205,283,000
{2000: HK$119,500,000).

The Company had executed an indemnity to its ultimate holding company for guarantees in respect of the banking facilities
granted to a subsidiary amounting to HK$76,200,000 {2000; HK$63,500,000). At 31st December 2001, facilities utilised
amounted tc HK$76,200,000 (2000: HK$63,500,000). This guarantee from the ultimate holding company expired on 31st
December 2001 and was replaced by a separate guarantee issued by the Company effective from 1st January 2002.

HOLDING COMPANY AND ULTIMATE HOLDING COMPANY

At 31st December 2001, the Company was a 67% owned subsidiary of Sutimar Enterprises Limited, incorporated in the
British Virgin Islands, which is a wholly owned subsidiary of K. Wah International Holdings Limited, incorporated in Bermuda.

The directors regard K. Wah International Holdings Limited as being the ultimate holding company.

PRINCIPAL SUBSIDIARIES, JOINTLY CONTROLLED ENTITIES AND ASSQCIATED COMPANIES
The Directors are of the opinion that a complete list of the particulars of all the subsidiaries, jointly controlted entities and
associated companies will be of excessive length and therefore the following list contains only the particulars of the
subsidiaries, jointly controlled entities and associated companies which materially affect the results or assets of the Group.
(a)  Subsidiaries

Issued share capital

Number of Percentage of
Principal Number of non-voting equity held by
place of  ordinary  deferred Par value the the
Name of Company operation shares shares per share Company Group Principal activities
HKS
incorporated in Hong Kong
Barichon Limited Hong Kong 3,000,000 — 1 — 9993 Sale and distribution of
concrete pipes
Chelsfield Limited Hong Kong 2,111,182 — 10 — 100 Investment holding
Citifair Asia Limited Hong Kong 10 — 1 - 100 Investment holding
Construction Materials Hong Kong 30,000 — 10 — 100 Sale of aggregates
Limited
Doran (Hong Kong) Hong Kong 1,000 — 10 — 100 Sale and distribution of
Limited concrete pipes
K. Wah Block Company Zhuhai 7,500 - 10 — 100 Manufacture of precast
Limited concrete products
K. Wah Concrete Hong Kong 2 1,000 100 — 100 Manufacture, sale and
Company Limited distribution of ready-

mixed concrete
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35. PRINCIPAL SUBSIDIARIES, JOINTLY CONTROLLED ENTITIES AND ASSOCIATED COMPANIES
(Cont'd)

(a)  Subsidiaries (Cont'd)

Issued share capital

Number of Percentage of
Principal Number of non-voting equity held by
place of  ordinary  deferred Par value the the
Name of Company operation shares  shares per share COMPany Group pyincipal activities
HK$

K. Wah Construction Hong Kong 2 2 10 — 100 Provision of management

Materials (Hong Kong) services

Limited
K. Wah Construction Hong Kong 2 1,000 100 — 100 Manufacture, sale and

Products Limited distribution of concrete

products

K. Wah Materials Limited Hong Kong 28,080,002 — 1 — 100 Trading
K. Wah Quarry Company Hong Kong 2 100,000 100 — 100 Sale of aggregates

Limited
K. Wah Stones (Zhu Hai) Zhuhai 2 1,000 10 — 100 Quarrying

Company Limited
K. Wah Trading and Hong Kong 2 2 10 — 100 Trading

Development Limited
KWP Quarry Co. Limited Hong Kong 9,000,000 — 1 — 63.5 Quarrying
Lightway Limited Hong Kong 2 2 1 — 100 Property investment
Master Target Limited Hong Kong 2 — 1 — 100 Investment holding
Quanturn Limited Hong Kong 2 — 1 — 100 Equipment leasing
Rainbow Country Limited  Hong Kong 2 — 1 — 100 Investment holding
Rainbow Mark Limited Hong Kong 100 — 1 — 85 Investment holding
Rainbow States Limited ~ Hong Kong 2 - 1 — 100 Investment holding
Star Home Limited Hong Kong 2 — 1 — 100 Investment holding
Star Route Limited Hong Kong 2 — 1 — 100 Investment holding
Triconville Investments Hong Kong 10 — 1 — 100 Investment holding

Limited

$96 L0 TN H%
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Notes tothe Financial Statements H

35. PRINCIPAL SUBSIDIARIES, JOINTLY CONTROLLED ENTITIES AND ASSOCIATED COMPANIES

(Contd)

(a)  Subsidiaries (Cont'd)

Principal
place of

Name of Company operation

Incorporated in Mainland China
Doran Construction Shenzhen
Products (Shenzhen)

Co., Ltd.

Guangzhou Jiafang
Concrete Co., Ltd.

Guangzhou

K. Wah Construction Shenzhen
Products (Shenzhen)

Co., Ltd.

K. Wah Consultancy
(Shanghai) Co., Ltd.

Shanghai

K. Wah (Huangpi) Quarry  Guangzhou
Company Limited,

Guangzhou

Shanghai Beicai Concrete  Shanghai
Co., Ltd.

Shanghai Ganghui Shanghai
Concrete Co., Ltd.

Shanghai Jiafu Concrete Shanghai
Co.. Ltd.

Shanghai Jiajian Concrete  Shanghai
Co., Ltd.

Shanghai Jia Shen Shanghai

Cancrete Co., Ltd.

Registered capital

HK$

10,000,000

4,900,000

Percentage of

equity held by
the the
Company Group

Uss$ AMB

- - — 100

— 11,200,000 - 57
1,280,000 - — 100
350,000 - — 100
- — 100

— 31,500,000 — 100
4,000,000 — — 80
1,400,000 - — 55
— 17,400,000 - 60

— 4,400,000 — 100

Principal activities

Manutacture, sale and
distribution of concrete

pipes

Manufacture, sale and
distribution of ready-
mixed concrete

Manufacture, sale and
distribution of concrete
pipes

Provision of management
services

Quarrying

Manufacture, sale and
distribution of ready-
mixed concrete

Manufacture, sale and
distribution of ready-
mixed concrete

Manufacture, sale and
distribution of ready-
mixed concrete

Manufacture, sale and
distribution of ready-
mixed concrete

Manufacture, sale and
distribution of ready-
mixed concrete
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35. PRINCIPAL SUBSIDIARIES, JOINTLY CONTROLLED ENTITIES AND ASSCCIATED COMPANIES
(Cont'd)

(a}  Subsidiaries (Cont'd)

Percentage of

Principal equity held by
place of the  the
Name of Company operation Registered capital Company  Group  principal activities
HK$ US§ RMB
Shanghai K. Wah Shanghai — — 10,000,000 — 100 Manufacture, sale and
Concrete Co., Ltd. distribution of ready-
mixed concrete and
provision of quality
assurance service
Shanghai Xin Cai Shanghai — 2,100,000 — — 99 Manufacture, sale and
Concrete Co., Ltd. distribution of ready-

mixed concrete

Issued share capital

Number of Percentage of
Principal  Number of non-voting equity held by
place of  ordinary  deferred Par value the the
Name of Company operation shares shares per share COmpany Group principal activities
uss
Incorporated in the British Virgin Islands
Eternal Profits Hong Kong 10 — 1 — 100 Property investment
international Limited
Fairlight Investments Hong Kong 10 — 1 100 — Investment holding
Limited
High Regard Investments Hong Kong 20 — 1 — 100 Investment holding
Limited
K. Wah Trading Company Cook 1 — 1 — 100 Trading
Limited Islands
Latent Developments Hong Kong 10 — 1 - 100 Investment holding
Limited
Profit Access Investments Hong Kong 10 — 1 — 100 Investment holding
Limited
Prosperous Fields Limited Hong Kong 10 — 1 - 100 Investment holding
Taksin Profits Limited Hong Kong 17 — 1 — 100 Investment holding
Woodland Assets Limited Hong Kong 10 — 1 - 100 Investment holding
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Notes tothe Financial Statements H

35. PRINCIPAL SUBSIDIARIES, JOINTLY CONTROLLED ENTITIES AND ASSOCIATED COMPANIES
(Cont'd)

(b} Jointly Controlled Entities

Issued share capital

Number of Percentage of

Principal Number of non-voting equity held by

place of  ordinary  deferred Par value the the
Name of Company operation shares shares . per share Company Group Principal activities

HK$
Incorporated in Hong Kong
International Precast Hong Kong 22,785,000 — 1 —  49.12 Manufacture, sale and
Systems Limited distribution of precast

concrete products

Registered capital

HK$ us$ RMB
Incorporated in Mainland China
Guangzhou K. Wah Guangzhou — — 100,000,000 — 50 Manufacture, sale and
Nanfang Cement distribution of cement
Limited
Shanghai Bao Jia Shanghai — 4,000,000 — — 50 Manufacture, sale and
Concrete Co., Ltd. distribution of ready-

mixed concrete
(c) Associated Companies

Issued share capital

Number of Percentage of
Principal Number of non-voting equity held by
place of  ordinary  deferred Par value the the
Name of Company operation shares shares per share Company Group Principal activities
HK$
Incorporated in Hong Kong
Tarmac Asphalt Hong Hong Kong 1,100,000 - 10 — 20 Manufacture, sale and
Kong Limited distribution and laying of
asphaht
Uss
Incorporated in the Cayman Islands
C-Tech Fund Shanghai 880 — 1 — 2273 Venture capital fund in

technology business
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LERREGEF — — 376 376
BEZEERA/ (RE) 32 (42,722) 4,027 (38,663)
“EEEE+-F=4+H 669,249 290,222 128,543 1,088,014
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—E2-% —TEEE
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—B2-% —ZETEF
BEFTT BEFT
F—EX 6,879 7,433
F_EELF 22,124 23,471
L5 39,541 44,281
68,544 75,185
3. DBLRIEBAGA
BETIREE T REFELHEMNRRER 7 FEHERALBLT
-3+
—EE-F “TTEE
BETIT EETT
E—F 11,844 11,393
E-=ERE 47,742 48,061
LEiE 65,864 77,390
125,450 136,844
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SRR+ A+ -BERRECEERAEYL205283,000T (ZESTF  E%119,500,0007T) °
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ERER
TE i 413 REREGOH
NS BEHE #HERRY Bl SEEE A7  £8 TEERE
BT
EFEESMET
BHEBRAT &5 3,000,000 — 1 — 9993 HELRSEER
BiEH®
Chelsfield Limited HE 2,111,192 — 10 — 100 HEFR
WEDHERAF &% 10 — 1 — 100 REZR
Construction " 30,000 — 10 — 100 EHEAF
Materials Limited
Doran (Hong Kong) B 1,000 - 10 — 100 HERDER
Limited HTES
EEABEARAA I8 7,500 — 10 — 100 ZEfEELE
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EERABEERLA BE 2 100,000 100 — 100 &EHEAH
RERE(KE) %% 2 1,000 10 — 100 BEHEA
BERRAE
EERMREERAT Y 2 p) 10 — 100 E5
ERREBERLT 5% 9,000,000 — 1 — B35 EBEAR
BEBERRA B4 2 2 1 — 100 MER?
EEBERA2A B 2 — 1 — 100 REWEK
ERARLR &3 2 — 1 — 100 REHE
FHAERDNA E5 2 — 1 — 100 #REZR
FRERAE &% 100 — 1 — 95 HEIZH
- FEABRRA Bk 2 — 1 — 100 H®EZK
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3. EUWMOLH AFEATNARTLR ()
(a) MWELRE (&)

IE
NEEE BEBE HEMREX
A T AR
FEREERRL i) — — 10,000,000
EIE 23
FEEMERL g — 2,100,000 —
BR LA
ZORE
BRURHE
IE i B Rg
NEEE EERE 2BEREY Bl SEEE
i
EXBRSXBEEMAL
Eternal Profits B 10 — 1
International
Limited
Fairlight Investments B 10 — 1
Limited
High Regard ER 20 — 1
Investments Limited
K. Wah Trading Bris 1 — 1
Company Limited
Latent Developments B 10 — 1
Limited
Profit Access B 10 — 1
Investments Limited
Prosperous Fields £ 10 — 1
Limited
Taksin Profits Limited 7 17 — 1
Woodland Assets A% 10 — 1

Limited
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